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CASE 5470: MARALO, INC. FOR APPROVAL
OF THE BUTLER SPRINGS UNIT AGREEMENT,
CHAVES COUNTY, NEW -MEXICO.
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United States Department of the Inte or AT
‘l. o ',5 j.t
GEOLOGICAL SURVEY " f' GRY 94 ... ¥
Canservoticoa Division . ‘"~_~uﬁ iS/7 143;
P. 0. Box 26124 OIS g
- Albugquercue, New Mexico 87125 .w”:>4"”kyﬁm
) ,;1}4/ g 7077-""""”://

Maralo, Incorporated

Attertion: Mr, John R, Burke
2200 West Loop South, Suite 130
Houston, Texas 77027

Gent lewen:

Your letter of May &, 1977, requests termination
unlt agreerrert, Cheaves County, New Mexico, Such
letters from more than 75 percent, on ar acreage
interest owners committed to the unit concurring

of the Butler Springs
letter also transmits
bagis, of working
in HMaralo's termi-

nation request, as required by Saction 20 of the unit agreement.

Three wells have been drilled under the terms of the Butler Spiings

v unit agreement, Unit well No. 1 in the SEYXSEL sec. 2, T. 15S., R. 28EK.,
N.M,P.M,, was origivally completed on September 22, 1375, in the Upper

r Penn interval 7,841 to 7,955 feet for an initial potential of 77

barrels of oil per day, and was subsequently recompleted in the Mortow

interval 9,293 to 9,355 feet on Septesher 20, 1976, Unit well Mo, 2 in

the SHINWk zec. 12, T. 15S., R. 28E., N.M.P.M., wes origivally completed

in the Morrow interval 9,289 to 9,460 feet on Jamiary 29, 1976, and

was later recompleted in the Graybmpg zone 2,070 to 2, 090 feet on hune 22,

1576, wneither unit well No. 1 nor No. 2 has proven capable of producing

unitized substance in paying quantities, Unit well No. 3 in the NWiSEX

sec, 12, T, 155,, R, 28R,, M.M.P.M., was plugged and abandoned on

February 17, 1977, after reaching a total depthiof 2,179 feet.

Accordingly, termination of the Butles Springs unit agreement is hereby
approved effective as of May 9, 1977, the date such request was received

by this office. Similar approval of termination was granted by the
| Coomisgioner a®Buhlic Lands af tha Qtate of Naw Mewico An Mav Q 1977,
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ination are being distributed to apprbpriate Federal
ed to furnish notice to sll other interested

Sincevely yours,

Org. Signd - JAIES L SUTHIRLAND,

Area Oil and Gas Supervisor

" Note to BDM: All Federal leases commi

to the Butler Springsuunit agreement 8

be congsidered for a two yeag'eitéﬁiiﬁﬁ“ii”a' e

tted
hould

result of this termination, pursuant to 43

CFR 3107.5.




PHIL R.LUCERO .~ eDIY Y T m 288 A —
LUCERC CARBISPIO, BOX IS
COMMISSIONER \.,ormruss(fnu',d llt;bli‘: Lands b RANTATE, ew MEXICO 67501

wre 2, 1475 Gl

favalo Inc,
’200 Fast Loep South fuite 130
SuEiGn, Aox8s F7047

p«

%'r

Ra: sttiar Eprigys Uit
LAY o7 E‘i}{‘f""\ HIVEZIARIIT
.&RD di SAATION
Chaves Couwtg, New Hexiso

ATTRNTION: Mr. Johm R. Burke

Gentloman:

The Comatasioney of Public Lamds has this date approved youre
Plan of Further Develepusnt and Opexatfon for the Butley Springa !111{1;,
Chaves County, New Mexico, Your plaun propssas the l'"CO\’x;'Sié?.im; ai
Wall Xo, 1 in the Morrow and recospletion of w2ll Mo, 2 i{n the Grayburg
Zane,

This approval {2 aubjlect to like approval by tha United States
GCeoloaieal Survaey,

Eaclosad i3 ona approved copy fov your files,.

Vary truly vours,

PHIL &, LUEK

S¥R &
RAY B, CRAIUM, Bivector
GL1 ond Cas Division
PRL/RDG/ &
anmel,
cel UsG8=Roswall, Hew Mexfco
OCC« 9snta Fe, YHew Maxtico o ——
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COMMISSIONER

State of New Mexico —Ene

CammstPlbthAnds

PHIL R. LUCERO My 29, 1973 P. 0. BOX I8
SANTA FE, NEW MEXICO &%

- Griffin & Burnett, Inc,
501 Petxoleum Building
Midland, Texas 79701

Ra: Marsle, Inc.~
Butler Springs Unit
Chaves County, New Mexics

ATTERTION: Mr, Xeaneth H. Griffin
Gai_tl-ou:

The Commissiousr of Public Lands has this date approved the
Butler Sprimgs Unit, Chaves County, New Maxico, whish you submitted
on behalf of Maralo, Imc. This apsroval fie subject to like spprowal
by the Umited States Geoisgical Survey,

Baclosed axe Five (5} Certificates of epproval. We are furnishing
the USGB with & copy of ocur letter of approval.

Plusas adwisa thin £fisra shas ¢he IIRCR 30 an thse Asvasnant S0

L= 1 —-—..—v x4 e TR =TT weiiE g e e =

thae u; y finish processing s

FHIL R. LUCERO
COMHISCIONER OF PUBLIC LAWDS

8Y; %4, /&M
RAY D, s Direstox
011 and Gas Division
PRL/RDG/s
enecle.
cc! T8G3~Horall, Hew Maxico
0CC~ Santa Fe, New Mexico [ .-
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GRIFFIN & BURNETT, INC.
Ol fpzolzaztisi-

501 PETROLEUM BUILDING
MIDLAND, TEXAS 79701
915" 683.2705

KENNETH H. GRIFFIN
GARY G. BURNETT

May 30, 1975

1 L M. :
R T et CM_R_V_A_T‘ONGOM Re: File #3036
Vi SeMh to T T BUTLER-EPRINGS UNTT. e
Chaves County, New Mex1co
Case No. 5470

Order No. R-5021

OIL CONSERVATION COMMISSION
.State lLand Office Building
Santa Fe, New Mexico

Gentlemen:

We enclose herewith an executed counterpart of the unit agreement
covering the subject unit to which is attached xerox copy of
Certification-Determination by the U, S. Geological Survey and a
Certificate of Approval from the Commissioner of Public Lands,
State of New Mexico:

To show full ratification by all interested parties, we enclose
ratifications from the following:

(1) Erma Lowe and
M. Ralph Lowe, Inc.
(2) lowe Petroieum Tomupany
(3) Read & Stevens, Inc,
(4) Amoco Production Company

If any additional information is needed, please advise. ~

\
zﬁyé very truly,
\04/(/LA1 /éé){ ;;%§§2/4;<,,

Kenneth H. Griffin

KHG/ jj
Enclosures

cc: Mr., John Burke
MARATO, INC.
Suite 130, 22060
Houston, Texas
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CERTIFICATION-.-DETERMINAT.ION

]

Purauant 'to the’ authority vested 1n the Secretary of Interior,
under the act approved Fe‘oruary 25, 1920 41 Stat. 437, as “amended,

30 U. S, C, secs, 181, et seq., and delegated to the Area 0il and Gas

. Supervisors of the Geological Survey, I do hereby:

A, Approve the attached agreement for the development and .. .

operation of the ‘Butler Springs Unit Area,

State of New Mexico .

B. Certify and determine that the unit plan of deveiOpment
and operation contemplated in the attached agteement i8 necessary and
advisable in the public interest for the purpose of more prOperly o . :_)
conserving the netural ;esourcea. ‘ .

C. Certify and determine that.:the drilling,'prodgcing,
rental, minimum royalty, end royalty requirements of all Federal

leases committed to sald agreement are hereby established, altered,

changed, or revoked to conform with the terms and conditions of this

(U i

Area O01) and Gas Supervisor
United /States Geological Survey

agreement, .- -

Dated May 29, 1975 .

Contract Number 14-08-0001-14265

I
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NEW MEXICO STATE LAND OFFICE
CERTIFICATE OF APPRCVAL
k COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO
BUTLER SPRINGS UNIT
| CBAVES COUNTY, NEW MEXICO
There having been p;esented to the uhdersigned Commissioner of Public-Lands
of the State of New Mexico for examination, the attached Agreement for the de-
velopment and operation of acreage which is described within the attached Agree~
ment, dated May 1, 1975 , which has been executed, or is
to be executed by parties owning and holding oil and gas leases and royalty in-
terests in and under the property described, and upon examination of said Agree-~
ment, the Commissioner finds:
(a) That such agreement will tend to promote the conséyvation
h of 0il and gas and the better utilization of reservoir
energy in said area.
(b) . That under the proposed agreement, the State of New Mexico
H will receive its fair share of the recoverable oil or gas
‘in place under its lands in the area.
(c) That each beneficiary Institution of the State of New
Mexico will receive its fair and equitable share of the
recoverable 0il and gas under its lands within the area.
(d) That such agreement is in other respects for the best
) interests of the state, with respect to state lands.
NOW, THEREFORE, by virtue of the authority conferred upon me under Sections
7-11~39, 7-11~40, 7-11-41, 7-11-47, and 7-11-48, New Mexico Statutes Annotated,
1953 Compilation, I, the undersigned, Commissioner of Public Lands cof the State
of New Mexico, for the purpose of more properly conserving the oil and gas re-
sources of the State, do hereby consent to and approve the said Agreement, and
any leases embracing lands of the State of New Mexico within the area shall be
and the same are hereby amended to conform‘with’the terms thereof, and shall
remain in full force and effect according to the terms and-conditions of said
Agreement. This approval is subject to all of the provisions of the aforesaid
statutes.
IN WITNESS WHEREOF, this Certificate of Approval is executed, with seal
affixed, this 29th. day of May -, 19 23
(EELL?P K?‘J!°~4JLA44
COMMISSIONER OF PUBLIC LANDS
of the State of New Mexico
0G-27




~ UNIT AGREEMENT
BUTLER SPKINGS UNIT -
CHAVES OOUNTY, NEW MEXICO
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UNIT AGREEMENT
FOR THE DEVELOFMENT AND OPERATION
| OF THE
BUTLER SPRINGS UMIT AREA
COUNTY OF CHAVES
STATE OF NEW MEXICO

NO.

e e et

THIS AGREEMENT, entered into as of the lst day of May" .

1975 by and between the parties subscribing, ratifying, or consenting hereto,
and herein reférred toc as the."parﬁies hereto," : v |
HITNESSETH:
WHEREAS, the partieé hereto are the owners of working rﬁyélty, or other
oil and gas inéerests~in the unit area subject to this agreement; and
WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, as
amended, 30 U, 8. C. Secs. 181 et seq., authorizes ngeral lessees and their

representatives to unite with each other, or jointly or separately with others,

in collectively adopting and operating a cobpetative or unit plan of develop-

ment or cperation of any oil or gas pool, field, or like area, or any part thereof

for the purpose of more properly conserving the natural resources thereof when-

ever determined and certified by the Secretary of the Interior to be necessary

or advisable in the public interest; and

WHEREAS, the Commissioner. of Public Lands of the State of New Mexico

Annotated) to consent to or apprcve this agreement on behalf of the Sfate of
New Mexico, insofar as it covers and includes lands and mineral interest of the
State of New Mexico; and,

WHEREAS, the 0%l Conservation Commission of the State of New Mexico is
authorized by an Act of the lLegislature (Chapter 72, Laws of 1935, as amended
by Chapter 193, laws of 1937; Chapter 166, Laws of 1941; and Chapter 168, Laws

of 1949) to approve this agreement and the conservation provisions hereof; and,

WHEREAS, the pérties hereto hold sufficient interests fn the Butler

Springs Unit Area covering the land hereinafter described to give

reasonably effective contrdl of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve natural

10
1

12
13
14
15
16
17
18
19
20
21
22
23
24
25
2
27
28
29
30
31
32
33
3
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1 resources, prevent waste, and secure other benefits obtainable through develop- 1
2  ment and operation of the area subject to this agreement under the terms, 2
3 conditions, and limitations herein set forth; 3
4 NOW, THEREFORE, in consideration of the premises and the promises herein 4
5 contained, the parties hereto commit to this agreement thelr respective interests -5
6 in the below-defined unit area, and agree severally among themselves as follows: 6
7 1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of Pebruary 25, 7

8 1920, as amended, supra, and all valid pertinent regulations, including operating 8
9 and unit plan regulations, heretofore issued thereunder or valid, pertinent, and 9

10 reasonable regulations hereafter issued thereunder are accepted and made a part of 10

11 this agreement as to Federal lands, provided such regulations are not inconsistent 11
i 12 with the terms of this agreement; and as to non~Federal lands, the oil and gas

% 13 cperating regulations ih effect as of the effective date hereof governing, drilling- 13

? 14 and producing operations; not inconsistent witﬁ the terms hereof or the laws of the- 14
j 15 State in which the non-Federal land is located, are hereby accepted aﬂ& made a part 15
Q 16 of this agreement. 16
17 2, UNIT AREA. Thé'following described land is hereby designated and recog- 17
L : 18 nized as constituting the unit area: i8
19 TOWNSHIP 14 SOUTH, RANGE 28 EAST; N.M.P.M, 19
+ : 20 Section 35: §/2 Section 36: §/2 20
- .21 TOWNSHIP 15 SOUTH, RANGE 28.EAST,-N.M.P.M. 21
22 Section 1: All Section 12: All 22
Section 2: All " Section 13: N/2
Section 11: All Section 14: N/2
23 containing 3,841.32 acres, more or less 23
24  Exhibit "A" attached hereto is a map showing the unit area and the boundaries 24
25 and identity of tracts and leases in saild area to the extent known to the Unit 25
26 Operator. Exhibit "B" attached hereto is a scheduie showing to the extent 26
27 known to the Unit Operator the acreage, percentage, and kind of ownership of 27 .
28 o0il and gas interests in all land in ihe unit area. However, nothing herein 28
29 or in said schedule or map shall be construed as a representation by any party 29
| 30 hereto as to the ownership of any interest other tham such interest or interests 30
| 31 as are shown in said map or schedule as owned by such party. Exhibits "A" and "B" 31
32 shall be revised by the Unit Operator whenever chauges In the wnit area render 32
33 such révision necessary when requested by the 0il and Gas Supervisor, hereinafter 33
34 referred to as "Supervisor", or when requested by the Commissioner of Public 34
35

35 Lands of the State of New Mexico, hereinafter referred to as ‘'Land Commissioner,"

| ' —9-

t, . ;
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and not less than five (5) copiles of the revised Exhibits shall be filed with
the Supervisor and one (1) copy thereof shall be filed with the Land Commissioner,
and one (1) copy with the New Mexico 01l Conservation Co&mission, hereinafter
referred to ;é "State Commission."

The above-described unit area shall, when practicable, be expanded to

include therein any additional lands or shall be contracted to exclude lands

" whenever such expansion or contraction is deemed to be necessary or advisable

to conform with the purposes of this agreement. Such expansion or contraction
shall be effected in the following manner:
(a) Unit Operator, on its own motion or on demand of the Director of the

' or on demand of the

Geological Survey, hereinafter referred to as "Director,'
Land Commissioner, aftgr preliminary concurrence by the Director, shall prepare
a notice of proposed expansion or contraction describing the contemplated changes
in the boundaries of the unit area; the réasons therefor, and the proposed
effective date thereof, preferably, the first day of a month subsegdient to thé
date of notice.

(b) Said notice shall be delivered to thé‘Supervisor, the Land Commissioner
and the State Commission, and copies thereof mailed to the 1ést known address
of each working-interest owner, lessee, and lessor whose interests are affected,
advising that thirty (30) days will be allowed for submission to the Unit
Operator of any objections.

(c) Upon expiration of the 30-day period provided in ﬁhe preceding item
(b) hereof, Unit Operator shall file with the Supgrvisor, the Land Commissioner,
and the State Commission, evidence of mailing of the notice of expansion or con-
traction and a copy of any objections thereto which have been filed with the
Unit Operator, together with an application in sufficient number, for approval
of such expansion or contraction and with appropriéte joinders.

(d) After due consideration of all pertinent iInformation, the expansion
or contraction shall, upon approval by the Supervisor, the Land Commissioner,
become effeqtive as of the date prescribed in the notice thereof.

(e) All legal subdivisions of lands (i.e., 40 acres by Government survey
or its nearest lot or tract equivalent; in instances of irregular surveys
unusually large lots or tracts shall be considered in multiples of 40 acres or
the nearest aliquot equivalent thereof), no parts of which are entitled to be
in a participating area on or before the fifth anniversary of the effective

date of the first initial participating area established under this unit

agreement, shall be eliminated automatically from this agreement, effective as

-3
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lands ghall no laonger he a part of the

1 of said fifth anniversaiy, and such
2 tnit area and shall no longer be subject to this agreement, unless diligent
3 drilling operations are in progress on unitized lands not entitled to partici-
| 4> pation on said fifth anniversary, in which event all 8uch\lands shall remain
5 subject hereto for so long as such drilling operations are continued diligently,
6 with not more than 90 days' time elapsing between:the completion of one such
7 well and the commencement of the next such well. All lggal subdivisions of
8 1and§‘no£ entitied to be in @ participating area within 10 years after the
Y effeﬁtive date of the first initial participating area approved under this
10 agreement shall be automatically eliminated from this agreement as of said
11 tenth anniversary. Aii laads proved productive by diligent drilling operations
12 after the aforesaid five-year period shall become participating in the same
13 mannar as during said five-yeaf period. However, when such diligent drilling
14 operations cease, all non-participating lands sns1l be automatically eliminated
15 effective ae of the 91st day thereafter. The unit operator shall within 90 days
16 after the effective date of any elimination hereunder, describe the area so
17 eliminated to thé satisfaction of the Supervisor and the Land Commissiomer and
18  promptly notify all parties in interest.
19 If conditions warrant extension of the ten-year period specified in this
20 subsection 2 (e), a single extension of not=to exceed two years may be accom-
21 plished by consent of the owners of 90% of tﬁe ﬁorking interests in the curvent
22  non-participating unitized lands and the owners of 60% of the basic royalty
23 interests (exclusive of the basic royalty interests of the United States) in non-~
24 participating unitized lands with approval of the Director and Land Commissioner,
25 provided such extension applicatioﬁ is submitted to the Director and the Land
26 Commissioner not later than 60 days prior to the expiration of said‘ten-year
27 period.
28 Any expansion of the unit area pursuant to this section which embraces
29  lands theretofore eliminated pursuant to this subsection 2 (e) shail not be
30 considered automatic comsitment or recommitment of such lands.
31 3. UNITIZED LAND AND UNITIZED SUBSTANCES, All land committed to this
32 agreement shall constitute land referred to herein as "unitized land” or "land
33 subject to this agreement." All oil and gas in any and all formations of the
34  wniti126d land are unitized under the terms of this agreement and herein are
35 called "unitized substances."
36 “4. UNLIT OPERATOR. _ MARALO, INC.
37 is hereby designated as Unit Operator and by signature hereto as Unit Operator

=
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agrees and consents to accept the duties and obligations of Unit Operator for

the discovery, development, and production of unitized substances as herein
provided. Whenever reference is made herein to the Unit Operator, such reference
means the Unit Operator acting in the capacity and not as an owner of interest

in unitized substances, and the term 'working-interest owner" when used shall
include or refer to Unit Operator as the cwner of a working interest when such

an interest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Opetacor‘éhan' have the

right‘to regsign at any time prior to the establishment of a participating area
r areas hereunder, but ;uch résignation shall not become effective so as to
release Unit Operator from the duties and obligations of Uuit Opsrator and -
terminate Unit Operator's rights as such for a period of six (6) months after
notice of intention to resign has been served by Unit Operator on all working-
interest owners and the Supervisor and the Land Commissioner, and until all wells
then drilled hereunder are placed in a satiéfactory condition for suspension or
abandonment whichever is required by the Supervisor as to Federal lands and the
State Commission as to State lands, unless a new Unit Operator shall have been
selected and approved and shall have taken over and asgumed fhe duties and
obligations of Unit Operator prior to the e;piration of said period.

ﬁnit Operator shall have the right to resign in like manner and subject to
like limitations as above provided at any time a participating area ectablished
hereunder is in existeiice, but, in all instances cf resignation or removal, until;
a successor unit operator is selected and approved as hereiﬂafter provided, the
working-interest owners shall be jointly responsible for performance of the
duties of unit 6perator, and shall not later than 39 days before such resigna-
tion or removal becomes effective appoint a common agent to represent them in any
action to be taken hereunder,

The resignation of Unit Operator shéll not release Unit Operator from any
liability for any default by it hereunder occurring prior to the effective date
of its resignation.

The Unit Operator may, upon default or failure in the performance of its
duties or obligations hereunder, be subject to removal by the same percentage
wote of the owners of working interests as herein provided for the selection

of a new Unit Operator. Such removal shall be eftective upsn notice thereof

ro the Supervisor and the land Commissioner.
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The resignation or removal of Unit Operator under this agreement shall
not terminate its right, title, or interest as the owner of a working interest
or other interest in unitized substances, but upon the resignaticn or removal
of Unit Operator becoming effective, such Unit Operator shall deliver possession
of all wells, equipment, materials, and appurtenances used in conducting the
unit onerations to the new duly qualified successor Unit Operator or to the

common agent, if no such new Unit Operator is elected, to be used for the purpose
of conducting unit operations hereunder. Nothing herein shall be construed as

authorizing removal of any material, equipment, and appurtenances needed for

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender his

or its resignation as Unit Operator or shall be removed as hereinabove provided,
or a change of Unit Operator is negotiated by working-interest owners, the ownérs
of the working interests‘in the particiﬁéting area or areas according to their
respective acreage interests 1n such participating area or areas, or until a
participating area shall have been establishéd, the owners of the working |
interests according to their respective acreége interests in all unitized land,
shall by majority vote select a successor Unit Operator: Provided, That, if #
majority but less than 75 per cent of the w;rking interests qualified to vote
are owned by one party to this agreement, a concurring vote of one or more
additional working interest owners shall be required to select a new operator.
Such selection shall not become effective until |

(a) a Unit Operator so selected shall a;cept in writing the duties and
responsibilities of Unit Operator, and

(b) the selection shall have been approved by the Supervisor and approved
by the Land Commissioner.

I1f no successor Unit Operator is selected and qualified as herein provided,
the Director and the Land Commissioner, at their election, may declare this
unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit Operator

is not the sole owner of working interest, costs and expenses incurred by Unit
Operator in conducting unit operations hereunder shall be paid and apportioned
amano and horne bv the owners of working interests, all in accordance with the
agreement or agreements entered into by and between the Unit Operator and the

owners of working interests, whether one or more, separately or collectively.
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Any agreement or agreements entered into between the working-interest owners
and the Unit Operator as provided in this section, whether one or more, are
herein referred to as the "unit operating agreement.h Such unit operating
agreement shall also provide the manner in which the working-interest owners

shall be entitled to receive their respective proportionate and allocated share

"of the benefits accruing hereto in conformity with their underlying operating

-or other independent contracts, and such other rights and
obligations aé between Unit Operator and the working-interest owners as may be
agreed upon by Unit'Operator and the working-interest owners; however, no such
unit operating agreemént shall be deeﬁéd either to modify any of the terms and
conditions of this unit égreement or to relieve the Unit Operator of any righ}

or obligation established under this unit sgrcement, and in case of any incon-
sistency or conflict between this unit agreemenf and the unit operating agreement,
this unit agreement shall govern. Three true copies of any unit operating agree-
ment executed pursuant to this section sgould be filed with the Supervisor and
one true copy wiﬁh the Land Commissionér, prior to approval of this unit agree-
ment.

8. RIGHLS AND OBLIGATIONS OF UNIT OPERATOR. Rxcept as otherwise specifi-

cally provided herein, the exclusive right; privilege and duty of exercising
any and all rights of the parties hereto which are necessary or convenient for
prospecting for, producing, storing, allocating, and distributing the unitized
ated to and shail be exercised by the Unit Operator
as herein provided. Acceptable evidence of title to said'rights shali be
deposited with said Unit Operator and; together with this agreeément, shall
constitute and define the rights, privileges, and obligations of Unit Operator.
Nothing herein, however, shall be construed to transfer title to any land or to
any lease or operating agreement, it being undersLood that under this agreement

its capacity as Unit Operator. shall exercise the rights

e _
ne %
THE Lire wpoes H

9. DRILLING TO DISCOVERY, Within six (6) months after the effective date

hereof, the Unit Qperator shall begin to drill an adequate test well at a
location approved by the_Supervisor, if on PFederal land, or by the Land
Commissioner, if on State land, unless on such effective date a well is being

drilled conformably with the terms hereof, and thereafter continue such drilling
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'Mdrilling of said well would be unwarranted or impractica

diligently unt{l the Mississippian (Barnctt Shele) formation has been penetrated

and all formations of fhe Pennsylvanian age have been tested, or until at a

- lesser depth unitized substances shall be discovered which can be produced in

paying quantities (to-wit: quantities sufficient to repay the costs of drilling,:

completing and producing operations, with a reasonable profit) or the Unit

Operator shall, at any time, establish to the satisfaction of the Supervisor

if on Federal land, or the Land Commissioner if on State land, that further

vided; however,

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, PPy Y

that Unit Operator shall not, in any event, Be required to drill said well to a

depth in excess of 9,500 feet. Until the discovery of a deposit of unitized

substances capable of being produced in paying quantities, the Unit Operator

shall continue drilling diligently one well at a time, allowing not more than
8ix (6) months between the ;ompletion of one well and the beginning of the next
well, until a well capable of prbducing unitized substénces in paying quantities
is completed to the satisfaction of said Supervisor if it be on Federal land or
of the Land Commissioner if on State land, or until it is reasonably proved that
the unitized land is incapable of producing unitized substances in paying
quantities in the formations drilled herequer. Nothing in this section shgll
be deemed to limit the right of the Unit Op;ratot to'resign as provided in
Section 5 hereof, or as requiring Unit Operator to commence or continue any
drilling during the period pending such resignation becoming effective in

order to c¢omply with the requirements of this section. The Supervisor and Land

- Commissioner may modify the drilling requirements of this section by granting

reasonable extensions of time when, in their opinion, such action is warranted.
Upon failure to commence any well provided for in this section within the
time allowed, inciuding any extension of time granted by the Supervisor and the
Land Commissioner, this agreement will automatically terminate; upon failure to
continue drilling diligently any‘well commuenced hereunder, the Supervisor and
the Land Commissioner may, affer 15-days notice to the Unit Operator, declare

this unit agreement terminated.

10. PIAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) months

after completion of a well capable of producing unitized substances in paying
quantities, the Unit Operator shall submit for the approval of the Supervisor and
Lz Tond Oammiceianar an acceptable plan of development and operation for the

unitized land which, when approved by the Supervisor and the Land Cormissioner,

shall constitute the further drilling and operating obligations of the Unit
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1 Operator under this agreement for the period specified therein. Thereafter,
2 from time to time before the expiration of any existing plan,kthe Unit Operétdr
3 shall submit for the approval_of the Supervisor and the Land Commissioner a
4 plan for an additional specified period for the development and oper#tion of the

5 unitized land.

6 Any plan sﬁbmitted pursuant to this section shall prévide for the explora-

7 tion of the unitized area and for the diligent driiling necessary for determina-

8 tion ®f the arca or- areas thereof capable of PIOdggiﬂg.gn{tized substances in

9 paying quantities in each and every productive formation and sh;liyﬁé ééwgéﬁﬁiége
18 and adequate as the Supervisor and the Land Commissioner éay determiﬁe to be

11 necessary for timely development aﬁd é?bfér ;sgsefééﬁibh’df'fﬁé"dii”aﬁdfg-S'~~-—~-mw
12 resources of the unitized area and shall:

13 (a) specify the number and locations of any wells to be drilled and the

14 proposed order and time for such drilling; and

15 (b) to the extent practicable specify the operating practices regarded as
16 necessary and advisable for proper censervation of natural resources.
17 Separate plané may be submitted for separate productive zones, subject to the

8 approval of the Supervisor and the Land Commissioner.
19 Plans shall be modified or supplemented when necessary to meet changed
20 conditions or to protecf the interests of all parties to this agreement.

21 Reasonable diligence shall be exercised in complying with the obligations of the

22 approved plan of development. The Supervisci sud the Land Commissioner are

23 authorized to grant a reasonable extension of the six-month period herein pre-

24 scribed for submission of an initial plan ofrdevelopment where such action is

25 justifiéd because of unusual conditions or circumstances, After completion here-
26 under of a well capable of prodﬁcing any unitized-substance in paying quantities,
27 _ no further wélls, except such as may be necessary to afford protection against
28 operatioﬁs not under this agreement and such as may be specifically appiroved

29 by the Supervisor and the Land Commissioner, shall be drilled except in accord-

30 ance with a plan of development approved as herein provided.
31 11. PARTICIPATION AFTER DISCOVERY. Upon ccempletion of a well capable of
32 producing unitized substinces in paying quantities or as soon thereafter as re-~

33 quired by the Supervisor or the Land Commissioner, the Unit Operator shall submit
U for approval by the Supervisor and the Land Commissioner a achedule, based on

35 subdivisions of the public-land survey or aliquot parts thereof, of ail laad
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then regarded as reasonably proved to be productive in paying quantities; all
lande in said schedule on approval of the Supervisor and the Land Commissioner

to constitute a participating area, effective as of the date of completion of

such well or the effective date of this unit agreement, whichever is later.

The acreages of both Federal and non-Federal lands shall be based upon appropri-
ate computations from the courses and distances shown on the last approved

public-land survey as of the effective Jdate of each imitial participating

ceav”
Saidnschedule shall #lso set forth the fercentage of unitized substances to be
allocated as herein provided to each tract in the participating area so estab-
”gﬁ"théwailccatioi“of“pfoductioﬁ"commenciﬁg"wi
effectivé date of the patticipaﬁihg area. A separate participating area shall be
established for each separate pool or deposit of unitized substances or for any
group thereof which 1is produced as ; single pool or zone, and any two or more
partiﬁiéating areas so established may be ccmbined’lnto,one, on approval of the
Superﬁisor and the Land Commissioner. When production from two or more partici-
pating areas, so established, is subsequently found to be from a common pool or
deposit saild pariticipating areas shall bg combined into one effective as of

such appropriate date as may be approved or prescribed by the Supervisor and the
Land Commissioner. The participating area ér areas so established shall be
revised from time to time; subject to like approval, to include additional land
ﬁhenvregarded a5 veaccnably proved to be productive in pgyingAquantities or
ﬁeéessary'for unit operations, or to exclude land then regarded as reasonaﬁly
proved not to be productive in paying quantities and the schedule of allocation
percentages shall be revised accordingly. The effective date_of any revision
shall be the first of the month in which s obtained the knowledge or information
on which such revision is predicated, provided, however, that a more appropriate

cffective date may be used if justified by the Unit Operator and approved by the

and Commissioner. No land shall be excluded from a
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participating arcs on account of depletion of the unitized édbstances, except
that any participating area established under the provisions ef this unit |
agreement shall terminate automatically whenever all completions in the formation
on which the participating area is based are abandoned.

It 1is the intent of this section that a participating area shall represent

-the area known or reasonably estimated to be productive in paying quantities; but

regardless of any revision of the participating area, nothing herein contained
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shall be construed as requiring any retroactive adjustment for production
obtained prior to the effective date of the revision of the parﬁiéipating area.
In the absence of agreement at any time between the Unit Operator and the
Supervisor and the Land Coﬁmissioner as to the proper définition or redefinition
of a participating area, or until a participating area has, or areas'have, been
established as provided hereiﬁ, the portion of all payments affected thereby

‘be impounded in @ manner mutually acceptable to the owners of working

be
interests and the Supervisor and the Land Commissioner. Royalties due the United

States shall be determined by the Supervisor for Federal lands and the Land

~-Conmissioner for the State lands and the amount thereof shall be deposited, as

1
2

3

4

5
6
7
8

9

10

directed by the Supervisor and the Land_CommiSsioﬁer, to be held as unearned money 11

until a participating area is finally approved and then applied as earned or

returned in accordance with a determination of the sum due as Federal and State

- royalty on the basis of such approved participating area,

the Land Commissioner, that a well drilled under this agreement is not capable of
production {n paying quantities and inclusion of the land on which it is situated
a participating &rea is unwarranted, production from such well shall, for the

3 £ settlemeni among ail parties other than working-interest owners, be

allocated to the land on which the well ie located unless such land is already

within the participating area established for the pool or deposit from which such

production is obtsined., Sctflzment for working interest benefits from such a
well shall be made as provided in the umit operating agreement.

12, ALLOCATION OF PRODUCTION. All unitized substances produced from each

participating areca established under this agreement, except any part thereof
used in conformity with good operating practices within the unitized area for
drilling, operating, camp, and other production or development'putposés, for
repressuring or reéycling in accordance with a plan of development approved by
the Supérvisor and Land Commissioner, or unavoidably lost, shall be deemed to be
produced equally on an acresge basis from the several tracts of unitized land

of the participating area established for such production and, for the purpose of
determining any benefits accruing under this agreement, each such tract of
unitized land shall have allocated to it such percentace of said production

as the number of acres of such tract included in said participating area bears

to the total acres of unitized land in said participating area, except that

allocation of production hereunder for purposes other than for settlement of

%ll-
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1 the royalty, overriding royalty, or payment out of production obligations 1

2 of the respective working-interest owners, shall be on the basis prescribed in 2

3 the unit operating agreement whether in conformity with the basis of allocation 3

4 herein set forth or otherwise. It is hereby agreed that production of unitized 4

substances from a participating area shali be allocated as provided herein 5

6 regardless of whether any wells are drilled on any'particular part or tract of 6

o 7;_‘Arm;r | said participating area. If any gas produced from one participating area-is-used 7
8 for repressuring or recycling purposes in another participating area, the first 8

~§$  gas withdrawn frqmreuch lestfmentioned'parcieipating<ereavfer sale during the 9
10 life of this agreement shall be considered to be the gas so transferred until an 10

11 amount equal to that transferred shall pe so produced for sale and such gas shall 11

12 be allocated to the participating area from which initially produced as such area 12°

13 was last defined at the time of such final prcductiod} """""" R 13
14 13. DEVELOPMENT 0D OPERATTON OF NON-PARTTCIPATING"tA§D oR FdRMATiOﬁS. Any 14
15°  party hereto owning or controlling the working interest in any unitized land 15
16 having thereon a regular well location may with the approval of the Supervisor 16
17 and the Land Commissioner, at such partv'e sole risk, costs, and expense, drill 17
18 a well to test any formacion for which a participating area has not been estab- 18
19 lished or to test any formation for which a'participating area has been estab- 19
20 lished if such location is n;t within said participating erea, unless within 90 20
21 days of receipt of notice from. sald party of his intention to drill the well 77"21 :
22 ‘the Unit Operator elects and commences to drill such a well in like manner as 22
23 other wells are drilled by the Unit Operator under this agreement. ' 23
o~ : 24 If any well drilled as.aforesaid by a working-interest owner results in 24

25 production such that the land upon which it is situated may properl&‘be included 25

26 in a participating area, such participating area shall be established or enlarged 26
27 as orovided in this agreement and the well shall th;rcafter bz operated by the 27
2§ Unit Operator in accordance with the terms of this agreement and the unit 28
29 operating agreement. 29
30 | If any well drilled as aforesaid by a working-interest owner obtains 30
31 production in quantities insufficient to justify the inclusion of the land upon 31
32 which such well is situated in a participating area, such well may be operated 32
33 and pruduced vy i periy wiialling the sazs zubjocs +#o tha conservation require- 33
34 ments of this agreement. The royalties in amount or value of production from 34
35 any such well shall be paid as specified in the underlying lease and agreements 35

36

e

36 affected.
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1 14, ROYALTY SETTLEMENT. The United States and any State and any royalty 1

2 owner who {s entitled to take in kind a share of the substances now unitized 2
3 hereunder shall hereafter be entitled to the right to take in kind its share 3
4 of the unitized substances, and the Unit Operator, or the working-interest owner 4
5 in case of the operation of a well by a working-in;erest owner a8 herein pro- 5
6 vided for in special cases, shall make deliveries of‘such royalty share taken 6
7 in\tind in conformity with the applicable contracts, laws, and regulations. 7
i : 8§ Settlement ‘for royalty interest not taken ih‘k‘iﬁ@‘“'shéii"“ e made by working-intérest &
’ 9 owners responsible therefor under existing contracts, laws, and regulations, or 9
. 10 by the Unit Operator, on or before the last day of each month for unitized sub- 10
11 stances produced during the preceding calendar month; provided, however, that 11
12 nothing herein contained shall operate to relieve the iessees of any iand from i2
E 13 their respective leasé obligations for the‘payment éf any royalties due under 13

14 their leases, 14

15 "If gas obtained from lands not subject to this-agreement is introduced 15

16 into any participating area hereunder, for use in repressuring, stimulation of 16

17 production, or increasing ultimate recovery, in conformity with a plan of opera- 17

18 tions approved by the Supervisor and the Land Commissibner, a like amount of gas, 18

2 .19  after settlement as herein provided for any'gas transferred from any other parti- 19
20 cipating<atea and with appropriate deduction for loss from any cause, may be with- 20

21 drawn from the formation into which the gas is introduced, royalty free as to dry 21

22 gas,»but not as to any products which may be extracted therefrom; provided that 22

23 such withdrawal shall be at such time 28 may be provided in the approved plan of 23

24 operations or as may otherwise be consented to by the Supervisor and the Land 24
25 Commissioner as confofming to good petroleum engineering practice; and provided 25
26 fﬁrther, that such right of withdrawal shall terminate on the termination of this 2§
27 unit agreement. 27
28 Royalty due the United States shall be computed as provided in the operating 28
29 regulations and paid in value or delivered in kind as to all unitized substances 29
30 on the basis of the amounts thereof allocated to unitized Federal land as pro- 30
31 vided herein at the rates specified in the respective Federal leases, or at such 31
32 lower rate or rates as may te authorized by law or regulation; provided, that 32
33 for leases on which the royalty rate depends on the daily average production per 33
34 well, said average production shall be determined in accordance with the 34
35 operating regulations as though each participating area were a single consoli- 35

36

36 dated lease.
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Royalty due on account of State lands shall be computed and paid on the

basis of all unitized subétances allocated to such lands,

15, RENTAL SETTLEMENT. Rental or minimum royalties due on leases

committed hereto shall bLe paid by working-interest owners responsible therefor
under existing contracts, laws, and ;egulations, pfdvided that nothing herein
contained shall operate to relieve the legssees of any land from their respective
lease obligations for the payment of any rental or minfmum royalty”due under

their leases., Rental or minimum royalty for lands of the United States subject

-~ to this agreement shall be paid at the rate specified in the respective leases

from the United States unless such rental or minimum royalty is walved, sus-

pended, or reduced by law of by approvai of the Secretary or his duly authorized

reptésentative.

Rentals on State of New Mexico lands subject to this agreement shall be
paid at the rates specified in the respective leaseé.

With respect to any lease on non-Feder#i iahd containing provisions which
would terminate such lease unless drilling operatibns are commenced upon the
land covered thefeby within the thne.therein specified or rentals are paid for
the privilege of deferring such drilling operations, the rentals required there-
by shall, notwithstanding any other provision of this agreement, be deemed to

accrue and become payable during the term thereof as extended by this agreement

~and until the required drilling operations are commenced upon the land covered

thereby or until some portion of such land is included within a participating

area.

16. CONSERVATION, Operations hereunder and production of unitized sub-

stances shall be conducted to provide for the most economical and efficient
recovery of said substances without waste, as defined by or pursuant to State
or Federal law or regulation. ‘

17. DRAINAGE. The Unit Operator shail take such measures as the Super-
visor and Land Commissioner deeﬁ appropriate and adequate to prevent drainage
of unitized substances from unitized land by weils on land not subject to this

agreement.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED, The terms, conditions,

and provisiocne of all leases, subleases, and other contracts relating to explor-

nda committed to

D

ation, drilling, development, or operation for oil or gas cn !

this agreement are hereby expressly modified and amended to the extent necessary

~14-
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to make the same conform to the provisions hereof, but otherwise to remain in
full force and effect; and the parties hereto hereby consent that the Secretéry,

as to Federal leases and the Land Commissioner, as to State leases, shall and

‘each by his approval hereof, or by the approval hereof by his duly authorized

representative, does hereby establish, alter, chanée, or revoketthe driliing,
producing, rental, minimum royalty, and royalty requirements of Federal and
State leases committed hereto and the regulations in respect thereto to conform
said reqﬁitements to the provisions of this agreement, and without iimitingﬂfhe
generalitf of the foregoing, all leases, subleases, and contracts are particu-
larly modified in accordance with the following:

(a) The development and operationfof lands subject to this agreemént
under the terms thereof shall be deemed full performance of all obligations for
development and ééeraﬁioA with réspect to each #hd every'sepafatéiy owned tract
subject to this agreement, regardlé;s of whether there is any dévelopmeht>6f any
patticﬁlaritract of the unit area.

(b) Drilling and producing operations performed hereunder upon any tract

_of unitized lands will be accepted and deemed to be performed upon and for the

benefit of each and every tract of unitized, land, and no lease shall be aeemed
to expire by reason of failure to drill or produce wells situated on the land
therein embraced,

.(c) Suspension of drilling or producing operations on all unitized iands
pursuant té direction or consent of the Secretary and the Land Commissioner, or
his duly authorized representative, shall be deemed to_constitute such suspension
pursuant to such direction or consent as to each and evefy tract of unitized land.
A suspension of drilling or producing operations limited to specified lands shall
be applicable only to such lands. .

{d) Fach lease, sublease, or confract relating to the exploration,
drilling, development or operation for oil or gas of lands other than those of
the United States and State of New Mexico committed to this agreement, which,
by its terms might expire prior to the termination of thié agreement, is hereby
extended beyond any such terms so provided therein so that i; shall be continued
in full force and effect for and during the term of this agreenent.

(e) Any Federal lease for a fixed tewvm of twenty (20) years or any
renewal thereof or any part of such lease which is made subject to this agree-

ment shall continue in force beyond the term provided therein until the

-15-
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termination hereof. Any other Federal lease committed hereto sh#ll continue in
force beyon@ the térm‘so provided therein or by law as to the land committed‘
so long as sﬁch lease remains subject hereto, provided that production is had
in paying quéntities-under ;his unit agreement prior to the expiration date

of the term of such lease, or in the event actual‘drilling operations are

commenced on unitized land, in accordance with the provisions of this agreement,

prior to the end of the primary term of such lease and are being diligently

‘prosecuted at that time, such lease shall be extended for two years and so long

thereafter as oil or gas is produced in paying quantities in acrordance wiiﬁ

‘the provisions of the Mincral Leasing Act Revision of 1960.

(£) Each sublease or contract relating to the operation and development

of'uditiééa substances from lands of the United -States committed to this

agreement, which by its terms would expire prior to the gjme»af"'hich'the under;

lying lease, as extended by the immediately preceding paragraph, will expire,
is hereby extended beyond any such term so provided therein so that it shall be
continued in fuli force and effect for and during the term of the underlying
lease as such term is herein extended.

(g) The segregation of any Federal Lease committed to this agreement is
governed‘by the following provision in the fourth par ;raph of Sec. 17 (3) of
the Mineral Leasing Act, as amended by thekAct of September 2, 1960 (/4 Stat.
781-784): "Any (Federal) leaée heretofore or hereafter committed to any such
(unit) Plan embracing lands that are in part within and in part outside of the
area covered by any such plan shall be segregated into separate leases as to

the lands committed and the lands not committed as of the effective date of

unitization: Provided, however, that any such lease as to the non-unitized

portion shall continue in force and effect for the term thereof but for not
less than two years from the date of sﬁch segregation and so long thereatfter
as o0il or gas is producad in paving quantities."

(h) Any lease embracing lands of the State of New Mexico which is made
subject to this agreement, shall continue in force beyond the term provided
therein as to the lands .committed hereto until the termination hereof,

(1) Any lease embracing lands of the State of New ﬁexico having only e
portion of its lands committed hereto, shall be segregated as to the portion
committed and the portion not committed, and the terms of such lease shall

apply separately to such segregated portions commencing as of the effective date
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hereof; provideq, however, notwithstanding any of the provisions of this
agreement to the contratyAany lease embracing lands of the State of New Mexico
having only a pbrﬁion of its lands committed hereto shall continue in full
force and effect beyona the term provided therein as to all lands embraced in
suéh lease, if oil or gas is discovered and is capable of being produced im

paying quantities from some part of the lands embraced in such lease at the

rvg§gigggigg>9£";§g §g§95g§§y term of such lease; or if, at the expiration of the

secondary term, the lessee or the Unit Operator 1s then engaged in bona fide
drilling or reworking operations on some part of the lands embraced in such

lease, the same, as to all lands embraced therein, shall remain in full force

and effect so long as such operations aie being diligently prosecuted, and if

they result in the production of oil or gas; said lease shall comntinue im full
force and effect as to all of the lands embraced therein, so long thereafter as
oil or gas in paying quantities is being produced from any portion of said. lands.

19, COVENANTS RUN WITH LAND, The covenants herein shall be construed to

be covenants running_with the land with respect to the interest of the parties
hereto and their successors in interest until this agreement terminates, and

any grant, transfef, or-conveyance, or interest in land or leases subject hereto
sﬁall Séyéh& heféé}wis cén&iiiﬁhé&qﬁééhwigéVgééﬁ;éiiéﬁrof';il pri;iié;és and
obligations heresunder byvthe—grnnuoi tranaferee, or other successor in interest.
No assignment or transfer of any working interest, royalty, or othér interest
subject hereto shall be binding upon Unit Operator until the first day of the
calendar month after Unit Operator is furnished with the original, photostatic,

or certified copy of the instrument of transfer.

20. EFFECTIVE DATE AND TERM., This agreement shall become effective upon

- approval by the Secretary and the Land Commissioner or his duly authorized

representative, and shall terminate five (5) years from said effective date

unless

(a) such date of expifation is extended by the Director and the Land Com-
missioner, or

(b) 1t is veasonably determined prior to the expilration of the fixed term
or any extension thereof that the unitized land is incapable of production of
unitized substances in paying quantities in the formations tested hereunder and
after notice of intention to terminate the agreement on such ground is given by

the Unit Operator to all parties in interest at their last known addresses, the

-17-

S W N

22
23

24-

25
26
27
28
29
30
31
32
33

35

f
!




S W

W

10

~11

12
13
14
15
16
17
18
19
20
21
22

23

27
28
29
30
31
32
33

34

agreement is terminated with the approval of the Supervisor and the Land
Comﬁissioner, or

(c) a valuable discovery of unitized substances has been made or accepted
on unitized land duéing said initial term or any extension thereof, in which
event the agreement shall remain in effect for sgch term and so long as
unitized substarces can be produced. in quantities»sufficient to pay forrthe
cost of producing same from wells on unitized 15nd within any participating
;;;é‘éétablished hereunder and, should production cease, so long thereafter as
diligent operations are in progress for the restoration of productidﬂ or dis~
covery of new production and so long thereafter as unitized substances so dis-
covered can be produced as aforesaid, of

&) 1 ;s terminated as heretéfore provided in this agreement. This
agreement may be termiﬁated at any time by not 1¢ss_than 75 per centum, on an
acreage basis, of the working-interest owners signatory hereto, with the approval
of the Supervisor ahd the Land Commissioner; notice of any such approval to be -
given ﬁy the Unit Operator to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The Director is

hereby vesied with authority to alter or modify from time to time in his
disctetipn thévquantity and rate of productior under this ;greement when such
quahtity and rate is not fixed pursuant to Federal or State law or does not
conform to any statewide voluntary conservation or aliocation program, which
is estabiished, recognized, and generally adhered to by the majority of oper-
ators in such State, such authority being hereby limited to alteration or
modification in the public interest, the purpo;e thereof and the public interest
ts be servaed thereb& to be stated in the order of alteration or modification.
Without regard to the foregoing, the Director 1is also hereby vested with
authority to alter or modify from time to time in his discretion the rate of
prospecting and development and the quantity and rate of production under this
agreement when such alteration or modificatfon {is in the 1nteresf of attaining
the conservation objéCtives stated in this agreement and is not in violation of
any applicable Federal or State law.

Powers in this section vested in the Director shall only be exercised after

notice to Unit Operator and opportunity for hearing to be held not less than 15

days from notice.

~-18-

10
11
12

13

15
16
17
18

23
24
25
26
27
28
29
30
31
32

33



PR

(R v,

10

11

‘15

16

17
18

19

&

[ 14
[#))

[A+]
~

[
=}

29

30

31

32

33

34
35

36

g

22, APPEARANCES, Unit Operator shall, after‘notiqe to other parties
affected, have the right to appear for and.on behalf of any and &ll interesﬁs
affected ﬁereby before the Department of the Interior and the Commissioner of
Public Lands and to appeal from orders issued under the regulation; of said
‘Department or Land Commissioner or to apply for relief from any of said
regulations or in any proceedings relative to operations before the Department
of the Interior or the Land Commissioner or any other legally constituted
authority; prOVid?q3ﬂh°V¢Y?r’ that any other interesicéd party'shaﬁlyalso have
rgﬂéwfi;ﬁ; gé his own expense to be heard in any such proceeding.

23. ggg;ggg. All notices, demands, or statements required‘hereunder‘to be
given or rendered to the parties hereto shall be deemed‘fully given if-given
in writing and éetsonally delivered to the party or éent by postpaid registered
or certified mail, addressed to such party or parties at their respective
addresses set forth in connection with the signatufes hereto or to the ratifi-
“cation ot consent hereof or to such other address-as any such party may ha;g
furnished in writing to party sending the notice, demand or statement.

24, NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained shall

be construed as A waiver by any party hereto of the right to assert any legal
or constitutional right or defense as to the validity or invalidity of any’
‘1aw of thé State wherein said unitized lands are located, or of the United
‘States, or réguiationé 1s§ued thereunder in any way affecting such party, or as

a waiver by any such party of any right beyond his or its authority to waive.

25, UNAVOIQABLE DELAY. All obligations under this agreement requiring
the Unit Operator fo commence or continue drilling or tokoperate on or produce
unitizgd substances from any of the lands covered by this agreement shall be
suspended while the Unit Operaéor despite the exercise of‘due care andrdiii-
gence, 1is prevented from compl&ing with such obiigations, in whole or in part,
by strikes, acts of God, Federal, State, or mﬁﬁicipal law or agencies, unavoid-
ablé accidents, uncontrollable delays in transportation, inability to obtain
necessary materials in open market, or other matters beyond the reasonable
control of the Unit Operator whether similar to matters herein enumereted or
not. No unit obligation which is suspended under this section shall bzcome
due less than thirty (30) days after it has been détermined that the suspension
is no longer applicable. Determination of creditable “Unavoidable pelay“ time
shall be made by the unit operator subject to approval of the Supervisor and the

Land Commissioner.
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26, NONDISCRIMINATION., In connectfon with the performance of work
under this agreement, the operator agrees to comply with all the provisions
of section 202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. 12319),

4o amended, which are hereby incorporated by reference in this égreement.

27. 1L0SS OF TITLE. In the event title to any tract of unitfzed land
shail failiand the true owner cannot be induced to join in this unit agreement,
such tract shailfﬁe automatically regarded as not committed hereto and there
shall be such readjustment of fut?re costs and benefits as may be required on
a;count of the loss of such title. 1In the event of a diSpute as to title as to
any royalty, w;rking interest, or other interests sﬁbject thereto, payment or
delivery on account thereof may be withheld without liability for interest until
the dispute is finally settled; provided, that, as to Federal and State land or
lczses, ﬁ; payments of Funds due the United States or the State of New ﬁgxico
should be withheld, but such funds shall be deposited as directed by the Super-
visor and such funds of the State of New Mexico shall be deposited as directed
by the Land Commissioner, to be held as unearned money pending final Settlement

of the title dispute, and then applied as earned or returned ‘in accordance with

such final settlement.

Unit Operator as such is rclieved from any responsibility for any defect

or failure of any title hereunder.

28. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any substantial

intefest in a tract within the unit area fails or refuses to subscribe or
consent to this agreement, the owner of the working interest in that tract may
withdraw said tract from this agreement by written notice delivered to the Super-
visor and the Land Commissioner and the Unit Operator prior to the approval of
this agreement by the Supervisor. Any oil or gas interests in lands within the
gnic area not committed hereto prior to submission of this agreement for final
<approva1‘may thereaften:be committed hereto by the owner or owners thereof sub-
scribing or consenting to.this agreement, and, if the interest is a working |
interest, by the owner of such interest alsq subscribing to the unit operating
agreeQent. After operations are commenced hereunder, the right of subsequent
joinder, as provided in this section, by a working-interest owner is subject to
such requirements or approvals; if any, pertaining to such joinder, as may be
provided for in the unit operating agreement. After final sppto§a1 hereof,

joinder by a non-working interest owner must be consented to in writing by the
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working-interest owner commit:ed hereto and responsible for the payment of any 1

benefits that may accrue hereunder in behalf of such non-working interést. ‘A 2

 non-working interest may not be committed to this unit unless the corresponding 3

working interest is committed hereto. Joinder to the unit agreement by a -4
working-interest owner, at any time, must be accompanied by appropriate joinder 35
6

to the unit operating agreement, if more than one committed working-interest
owner is involved, in order for the interest to be“regatded as committed to this 7
unit agreement. Except as may otherwise herein be provided, subsequent joinders 8

to this agreement shall be effective as of the first day of the month following 9

the filing with the Supervisor and the Land Commissioner of duly executed 10
,counterﬁafts of all of any papers necessary to establish effective commitment 11
of any tract to thie asrasmant ualeds bbjéétiéfjfb such joinder is duly made 12
within sixty (60) days by the Supérvisor and tﬁe_Land Commissioner. 13
i9. vCOUNTERPARTS. This agreement may b; executed in any number of 14

‘ 15

couhterpafts no one of whiéhlneeds.to be executed by all parties or may be

ratified or consented to by separate instruments in writing specifically refer- 16

ring hereto and shall be binding upon all those parties who have executed such 17
3 éouhterpart, ratificatioh, or consent'he:eéo with the same force "and éffect 18
as if all such parties had signed the same document and regardless of whether 19
or not it is executed by all other parties. owt.ing or claiming an interest in the 20
lands within the abovs-deoseribad unit ares, 21

‘ 22

30. NO PARTNERSHIP. It is expressly agreed that the relation of the parties

hereto is that of independent contractors and nothing in this agreement contained 23
expressed or implied, nor any operations conducted hereunder, shall create or be 24

deemed to have created a partnership or association between the parties hereto or 25
. . 26

any of them.

31, CONFLICT OF SUPERVISION. Neither the Unit Operator nor the working- 27

interest owners, nor any of them, shall be subject to any forfeiture, termination, 28

or expiration of any right hereunder or under any leases or contracts subject 29
hereto, or to any penalty or liability on account of delay or failure in whole 30
or in part to comply with any applicable provisions thereol to the extent that 31
the said Unit 0perator>or the wor::ing-interest owners, or any of them, are 32
hindered, delayed, or prevented from complying therewith by reason of failure of 33
the Unit Operator to obtain, in the exercise of due diligence, the concurrence 34

35

proper representatives of the United States and proper representatives of the

-21-
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State of New Mexico in and about any matters or things concerning which it
is required herein that such concurrence be obtained. The parties hereto,
including the State Commission, agree that all powers and authority vested
in the State Commission in and by any provisions of this agreement are
vested in the State Commission and shall Se exercised by it pursuant to the
provisions of the laws of the State of New Me#ico and subject in any case to
appéal or judicial review as may now or hereafter be provided by the laws of
the State of New Mexico.

IN WITNESS WHERECF, the parties hereto have caused this agreement to be

executed and have set opposite their respective names the date of execution.

ATTEST : : MARALOJ INC. h
S , _ 1o N A
~Z ; l,L - div.l AN

Nz SLA e A
L i AAL LK , By:_/ AL ' A
Secr’etary 4 : ’ ‘r %EESID

THE STATE OF TEXAS

COUNTY oF BLANCO ¥

The foregoing instrument was acknowledged before me this 26th day of

MAY ., 1975, by __ MARY RALPH LOWE

who is __ ===-2=-- President of Maralo, Inc., a Texas Corporation, for and

on behalf of said Corporation.

‘Notar¥ Public in nd for _Blanco
County, Texas

My Coumission Expires:

6-1-175
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RATTETCATION
KNOW ALL MEN BY ‘IHESE PRISENTS, THAT: ,
W iliRliAS ) certain instruments entitled UNIT AGRJEFM!%NI‘ FOR THE ])liV]’.lDP'I\-IENI‘

~ AND OPERATION OF ‘ITIE BUTLER SPRINGS UNIT, QIAVES COUNTY, NEW MEXICO, AND UNIT

OPERATING AGREIMENT, BUTLER SPRINGS UNIT, CHAVES COUNLY, NEW MEXICO, have been
exccuted as of the ist day of M'xy, 1975, by various per sons conducung operations
with respect to the Butler Spri ings Unit Alea located in Chaves County, Mcw Mexico,
as wore par tlLU]dl ly described in said agreement; and -

lines of the Unlt Arca and the [‘mcts therein and, bv Exhibit '"B" describes cach
Tract within the Unit Avea; and

WHEREAS, the Unit Agreement and Unit Operating Agreement cach provides that
a person may become a party thereto by signing the original of said instrument, a
counterpart therveof, or other instrument agrceing to be bound by the provisions

__ther cof, and

Wi IREAS, Lhe undersigned (whether one or nmdre} is, or claims to be, the owner
of a 1oyalty, overriding royalty and/or working 1nterest in one or more of the Tracts
described in Exhibit "B" of the Unit Agrecement.

NOW THEREFORE, the unde1 51gned (whether one or more), for and 1n cons;deratlon

'does hereby 3gree to become a par ty to, and to be bound by the’ plOVlSlOIlS of, the said

Unit Agrecment, and also the said Unit Operating Agreement, if the under51gned is a
Working Interest Owner, and the 1mder51gned does hercby agree that the parties to said
agrecements are those persons 51gn1ng the originals of said instruments, counterparts
thereof, or other instruments agreeing to be bound by the provisions thcmof The
undermgm,d does also hereby acknowledge receipt of a true capy of the said Unit
Agrecment, and also the said Unit Operating Agreement, if the under51gned is a Working
Interest Owner. .

IN WITNESS WHEREOF, the undersigned lwas executed this instrument on the date
set forth opposite the undelslgned's signature.

WHE RIAS the Unit Agrcement, by Exhibit “A", shows on a map the boundary
|
Date: ,_%?L/g,f.7 2 o8 _ EM{& W

ERMA LOWE, Individually and for the Ralph Lowe
Estate as Independent Executrix and sole and
only remaining legal representative of said
estate - ~ \

ATTE}ST
T 7//4 , Sec.

, Houstdn, Texas 77027
THE STATE OF _ TEXAS I

e Blanco
COUNTY OF 5502 oo S §

The ioregomg instrument was acxnowleagea before me ihis 26thday of
1975, by MARY RALPH LOWE, PRESIDENT of M. RALPH IOWE, Inc., a corporation, on be%alf of
said corporation, '

\aLew, ~__(Patsy Haley)
Notary Public in and Tér HXemis County, Texas
My Commission Expires: Blanco

June 1, 1975
THE STATE OF  TEXAS 1

COUNTY OF BLANCO Y

The foregoing instrument was acknowledged before me this 24th day of May |,
1975, by ERMA LOWE, Individually and for the Ralph Lowe Estate as Independent Executrix
and sole and only remaining legal representative of said estate.

L ea— T\ Patsv Haley)
Notary Hublic in andVfor Blanco County, Texas

My Conmission Expires:
June 1, 1975




RATTFTCATION

KNOW ALL MEN BY ‘HIESE _I’IUES}ENFS, THAT:

WHEREAS, certain instruments entitled UNIT AGREEMENT IFOR THE DEVELOPMENT
AND OPERATION OF ‘Ui BUILER SPRINGS UNIT, QIAVES COUNTY, NEW MEXIQO, AND UNIT
OPERATING AGREEMENT, BUTLER SPRINGS UNIT, CHAVES COUNLY, NEW MEXICO, have been
exccuted as of the 1st day of May, 1975, by various persons conducting operations
with respect to the Butler Springs Unit Area located in Chaves County, New Mexico,
as more particularly described in said agrecment; and ' :

WHIEREAS, the Unit Agrecment, by Ixhibit "A", shows on a map the boundary
lines of the Unit Area and the Tracts therein and, by Ixhibit "B" describes ecach
Tract within the Unit Areca; and

WHERBAS, the-Unit Agreement. and Unit Operating Agrcement cach provides that
a person may become a party thercto by signing the original of said instTrument, &~
counterpart thereof, or other instrument agreeing to be bound by the provisions
thercof; and ' ’

WHEREAS, the undersigned (whether one or more) is, or claims to be, the owner
of a royalty, overriding royalty and/or working interest in one or more of the Tracts
described in Exhibit "B'" of the Unit Agrecement. .

NOW, THEREFORE, the undersigned {whether one or more), for and in consideration
of the premises and the benefits anticipated to accrue under each of said agreements,
does hercby agree to become a party to, and to be bound by the provisions of, the said
Unit Agreement, and also the said Unit Operating Agreement, if the undersigned is a
Working Interest Owner, and the undersigned does hereby agrece that the parties to said
agreements are those persons signing the originals of said instruments, counterparts
thereof, or other instruments agreeing to be bound by the.provisions thereof. The
undersigned does also hereby ackmowlcdge receipt of a true copy of the said Unit
Agreement, and also the said Unit Operating Agreement, if the undersigned is a Working
Interest Owner. _ .

IN WITNESS \\‘IHEREOF,‘the undersigned has exccuted this instrument on the date
set forth opposite the undersigned's signature.

LOWE PRTROLEUM COMPANY

A’I’I’ES’I‘: // = N o 3. - /A

Secretary President
" Date: SR VA N S »
are Sy 2] Address:
THE STATE OF TEXAS 1
COUNTY OF BLANCO X
The foregoing instrument was acknowledged before me this 24th day of May
1975, hy. . ERMA LOWE ____of 10WE PETROLEUM COMPANY

a corporation, on behalf of said corporatiocn.

O 4l
_'*\0_7;;%9:_, y Haley)
Notary Pub¥ic 1n and for* Blanco

County, Texas.

My Commission Expires:

6-1-T5
THE STATE OF X
COUNTY OF X
The foregoing ‘instrument was acknowledged before me this day of ,
1975, by : —

Notary Public in and for
County,

. My Commission Expires:




RATIFICATION

- KNOW ALL MEN BY MIESE PRESENTS, THAT:

" WHEREAS, certain instruments entitled UNIT AGREEMENT FOR THE DEVELOPMENT
AND OPERATION OF THE BUTLER SPRINGS UNIT, CHAVES COUNTY, NEW MEXICO, AND UNIT
OPERATING AGREEMENT, BUTLER SPRINGS UNIT, CHAVES COUNTY, NEW MEXICO, have been
executed as of the lst day of May, 1975, by various persons conductmg operations
with respect to the Butler Sprlngs Unit Area located in Chaves County, New Mexico,
as more particularly described in said agreement; and

WHEREAS, the Unit Agreement, by Exhibit "A", shows on a map the boundary
lines of the Un1t Area and the Tracts therein and, by Exhibit '"B" describes each
“Tract within the Unit Area; and -

WHEREAS, the Unlt Agreement and Unit Operating Agreement each provides that
.a person may bec:ome a party thereto-by-signing the original of said instrument; -2 -
counterpart thereof, or other instrument agreeing to be bound by the provisions
thereof; and

WHEREAS, the unders1gned (whether one or more)} is, or claims to be, the owner
of a royalty, overr1d1ng royalty and/or working interest in one or more of the Tracts
described in BExhibit "B'' of the Unit Agreement.

NOW, THEREFORE, the under51gned (whether one or more) for and in con51derat10n

_of_the- premises and the benefits- -enticipated t5 accrue under ‘each of said agreements,

does hereby agree to become a party to, and to be bound by the provisions of, the said
Unit Agreement, and also the said Unit Operating Agreement, if the under51gned is a
Working Interest Ow.eor, and the undersigned does hereby agreé that the parties to said
agreements are those persons 51gnmg*the originals of ‘said mstrmnents, counterparts
thereof, or other instruments agreeing to ‘be bound by the prov151ons thereof. The
under51gned does also hereby acknowlédge receipt of a true copy of the said Unit
Agreement, and also the said Unit Operatmg Agreement, if the undersigned is a Working
Interest Owner

IN WITNESS WHEREOF, the undersigned has executed this instrument on the date
set forth opposite the undersigned's signature.

Date: 77740, L/? v _ READ & STEVENS, INC.

A28 S wii sl

Y NE N CAR AT AT R "
Z L Secreta;iz5 Pre31dent T~

e Co TR caau

S AdAvace s THT Al L. Al1Aars
f[gerecsse T

"Roswell, New Mexico 88201

THE STATE OF NEw MEXICO [
COUNTY OF CHAVES 1 -

The foregoing instrument was acknowledged before me this Zzlday of 777w
1975, by Charles B, Read, President of Read & Stevens, Inc.

a corporation, on behalf of said’ corporation.
A/f/fy S i ~>45'7Z ey

Notary Publlc m and for Chayes

(‘n\lnfv No\q Mexz_ch
My Commission Expires: -
Py 5,/72 &8
a7

THE STATE OF X
COUNTY OF | X

The foregoing instrument was acknowledged before me this _day of ,
1975, by ‘ _ -

Notary Public in and for
County,

My Commission Expires:
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RATIFICATION

KNOW ALL MEN BY THESE PRESENTS, THAT:

WHEREAS, certain instruments entitied UNIT AGREEMENT FOR THE DEVELOPMUENT
AND OPERATION OF TIHE BUTLER SPRINGS UNIT, QIAVES COUNTY, NEW MEXICO, AND UNIT
OPERATING AGREEMENT, BUTLER SPRINGS UNIT, CHAVES COUNTY, NEW MEXICO, have been
executed 3s of the lst day of May, 1975, by various persons cenducting operations
with respect to the Butler Springs Unit Area located in Chaves County, New Mexico,
as more particularly described in said agreement; and

WHIEREAS, the Unit Agreement, by Exhibit “A", sliows on a map the boundary
lines of the Un1t Area and the Tracts therein and, by Exhibit "B'" describes each
Tract within the Unit Area; and-

WHEREAS, the Unit‘Agreemenfr; and Unit Operdting Agreement each provides that
a person may become a party thereto by signing the original of said instrument, a

counterpart thereof, or other instrument agrecing to be bmmd by the provisions
'Hhovon‘: : ""—‘

AVaATUVA gy

WHEREAS, the mder51gned (whether one or more) is, or claims to be , the owner
of a royalt)', overrldmg royalty and/or working interest in ome or iore of the Tracts
descrlbed in Exhibit "B" of the Unit Agreement.

NOW, ‘(HEREFORE, the under51gned (whether one or more), for and in con51derat1on

.. -of the premises and the beniefits anticipated to accrue under each of said agreements,
.. does hereby agree to become a party to, and to be bound by the provisions of, the said

Unit Agreement, and also the said Unit Operating Agreement, if the unders1gned is a

- Working Interest Ownér, and the undersigned does hereby agree that the parties to said

‘agreements are those persons signing the originals of said instruments, counterparts
thereof, or other instruments agreecing to be bound by “the provisions thereof. The
undcr51gned does also hereby acknowledge receipt of a true copy of the said Unit
Agreement, and also the said Unit Operatlng Agreement if the undersigned is a Working
Interest Owner.

IN WITNESS WHEREOF, the undersigned has ‘executed this instrument on the date
set forth opposite the unders1gned's signature. A,,Geol PRODUCTION GOMPANY

Date: 77«@%“ 3, s /Y] N D, 718

JIts Attorney in Fac) 7 v

Address: ' p G, #ox 3092

Fonston, Texas 77001
%/d/a/’ I

THE STATE OF

. COUNTY OF W» X

The foreéﬁ JJGLitﬁrwnent was acknowledged before me this >3 day of m{rft s
4.(1‘- +¥ LR L%

1975, by C. T pakorney-in-fzet of Amocc Produciion C
a corporation, on behalf of said corporation. '

</ ;
\sQLc_//\,u N,
Notary Public in _and for ALtt 72 o/

‘ County, =~ ““ (da.’_
My Commission Expires: 7 .
- " é‘ /V 7-\5 » e targ Pobiic ‘K;O:i‘r;'h'?\n.'; Texes
THE STATE OF I | :
COUNTY OF X

The foregoing instrument was acknowledged before me this day of ,
1975, by T o

Notary Public in and for
County,

My Commission Expires:
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BEFORE THE
NEW MEXTCO o1 CONSERVATION COMMISSTION
Santa Fe, Ney Mexico ‘
14 May 1975
_____________________ )
IN THE maTTRR oR, )
B , )
Application of Maralo, Ine, fop a unit )
asreement, Chaves County, Ney Mexico, )
Applicant, in the above Stvled cause, ) ) o
sqeks,anproﬁal for . the ButhrWSpPiﬁES' ) Mo, 5470
Unit Area comorising 3843 acres, more )
or less, of stgte and federal langs )
in Townships 14 and 15 South,‘Range )
28 Fast, Chaves County, MNew Hex1ico, )
________ e - )
BEFORE ;s Daniel s, Nutter, Examinep,
for the New Mexico 013 Yilliam w, Carr, Esq,
Conserva%ion;COmMiSSion: Lees) Counsel for the Com-
mission : '
State Land 0ffice Buiidine
Santa Fe, New Mexico 87501
For the Aoplicant, Paul Eaton, Esa,
Maralo, Inc.:_ HINKLE, BONDURANT, COX & EATON
Roswell, New Mexico

—————
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CASE 5470
Page........ ... o

MR, NUTTER: Case 5470,
MR, CARR: Case 5470, Avplication of Maralo, Inc.
MR. FEATON: Paul Faton of the firm of Hinkle, Bon-

durant, Cox and Eaton, apvearine for the applicant and

we have tweo witnessesﬁ
(VVitnesses sworn.)
XENNETH H, GRIFFIN,
being called as a witness and being duly sworn
upon his oath, testified as follo#s; to-wit:

DIBECT EXAMINATION

BY MR, FRATON:

0 w111 vou state Vouvr name

A I am X, H. Griffin, firm of Griffin and Burnett,

and, Texas, acting as a consultant for Maralo, Incor-

vorated.
A What is wvour field of work?
A I am an indevendent land man svecializing in

this instance in unitization work,
4] Have vou vreviouslv testi

mission in the past in that cavnacitv?

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
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CASE 5470
Page..... ... 8. ..
N What does Maralo seek bv its apvlication?
A e brobose;to_Form a six section federal-state

exoleratory wnit in Townshivs 14 and 15 South, Range 28
Fast, Chaves County, MNew Mexico., The six sectlons are

not six even sections; thev're sauared out in half sec-

o Mf. Griffin, do yoﬁ have before vou what has
been markedifcri1dénti}1catioh as Exhibit One and that
is what, the unit arreement?

A Ri?ht. Fxhibit One is the unit aprreement to

be used in connection with this uﬁit,JwaﬂhﬁAw

0 TAnd éféééﬂéd to the ﬁnit acreement are Exhibits

A and B, is that:correcﬁ?

A borfeét.

0 And would vou indicate what Fxhibit A reflects?

A Fxhibit A is a ‘mlat of the proposed unit area
showine the ownershin both as to fee and to lease hold.
FExhibit B is a schgdule of ownershis in more detaill.

Q Hés this unit area, vronosed unit area, been
desienated by the United States feolorical Survey as
loriecally subiect to exnloration and develooment?

! Ves,

T Mas It PR REPBRING WRUAXET bY the Cormissiong

"STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (605) 982-0386
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CASE 5470

Page..... .. - S
of Public Lands?
o A It‘has.
0 Has this férm of unit agreeﬁent previously been

aoproved bv both of those bodies as well as by this Com—
mission?

A Yes, it has. Tt follows the 1968 reprint.

) “ho is the designated unit operator?

A Maralo, Incorvorated,

N Are a1l formations --

A Ves, all formations are uhitized.

a What are the orovisions as té the initial test
well?

) ‘The initial tent well is to he commenced within..
six mdnths-from the date of the unit égreement and in
actuality the well will bhe started tbfs month,

a] What is the plan of deVeloUﬁént after the test
well 1is —--

A Tt has the standard provision of filing the vlan
of develooment for annroval of both the suoervisor and
the commissioner, which each nlan will vrovide for a six
month veriod of time.

” hat 1s the oresent status of commitment to the
unit aereement of the workins interests?

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
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%both‘have approved it?

iﬁect to the filineg for final approval, ves, sir,

0 And you're anticivatine s hundred veraent warkine
“interest,
A Right, we do have a hundred percent agreement,

.Wwitness mav be excused.

CASE 5470

A Ve do have one hund?ed‘Dercent"sign—up,onmw111”

- have one hundred nercent sicn~uv of vorkine interest owners.
] In vour ovinion 1is abvroval of the unit asreement

in the interest of conservation? wi11l it orevent waste

and vrotect correlative richts?

A Yes,

0 Was Exhibit Number One prepared by vou?

A Yes.,

mﬂﬁ;réﬁ&bﬁé I ha§e~no fﬁfthef qﬁesfions of this’wit-
ness,

MR, NUTTER: A?erthg;g anv aquestions of the witness?

(Mo response.)

QUESTIONS BY MR, NUTTER:

9 You say that the GS and State Land Office

A Thev both have civen a tentative approval sub-

4

MR, NUTTER: If there are no furthe auestions this

THE NYE REPORTING SERVICE
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CASE 5470
= CRG R T T T

EVERETT SHARPE,
beine called as a witness and beine dulv sworn
uoon his oath; testified as follouws, to-wWit:

DIRECT EXAMINATION

BY MR, FATONM:

0 Please state vour name and by‘whom vdu;ré\em—
ploved and in what cavaclitv?

A T am Fverett Sharcve and I'm employed by Maralo,
“¥nabrporated, as explovation wamager,

8] My, Sharpe, have vou oreviouslyv testified be-
fore this Commission?

A ‘WO, sip,

N ~YWould von give us vour educational backeround
and vour work experﬂénée?

A I have a Rachelor of Science degree In ceoloeov
from Xansas State University; a Masters of Science Qesree
in eceolorv from 0Nhio State University, T've been em-
ploved with Atlantic Refinine Companv for nine vears,
includine South Texas, Calearv, Canada, Libva, the Per-
mian Basin, and Arizona area, I've been self-emplcred
in the Permian Basin for two vears and I've been with
Yaralo, Tncornorated, predecessor of Ralnh Low Estate,

“or seven vears Iin the Permian Basin and South Texas.
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Page......cc. .o 8. .

) Ape vou familiar with the proposed Butler Springs

Unit area?
A Ves, sir.

MR, EATOM: “Are the witness! gualifications satis-

factorv?
MR, NUTTER: Yes, they are.
o  (Bv Mr, waton) I refer You to what's been

marked for sdentification as Fxhibit Number mwo and ask

vou to state what that exhibit shows?

A This is-a structure map on top of the Upper
Pennsylvanian, showlng the 1imit, a dip 1imit of the

porosity in the Unver Pennsyvlvanian, A1l the wells in

the area are shown with the drill stem test and,log‘in—

formation. The unit outline is shown on that covering

the orospective area.

0Q PRouchlv where -= where 1is this Butler Sorings

area located with respect to anv citv or town in Hew Mexico?

A It's aporoximately £1fteen miles east/southeast

of Haeerman and about five miles, rour miles, east of

Buffalo Valley—?ennsvlvanian Pield.
A wnat gata did vou use for this exhibit?

A Sub-surface data with, orimarily, suoplemented

with some seismic, 1imited seismic information.

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
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CASE 5470

Page....... Qe
8] What is the primaryv objective of the test well?
A The'nrimary obilective will be the Upper Pennsyl-
vanian.
0 Are there other prospective reserveirs?
A Yes, the other prospective reservoirs .are-the

Oueen Sand, the San Andres-Dolomite, and the basal Penn-

svlvanian-Morrow-Atoka Sands, which are productive in -~

taoithe wast of u

Q..
e

Q Do vou feel 1like those sands extend over the

entire unit area?
A Yes, sir.

a . What considerations led to the selection of the

vrovosed drill site?

A The structﬁr;l §osition on the Upper Pennsyl-
vanian, which is the orimary objective, as well as the
up dipilimit’of the vporosity in the Upper Pennsylvanian,

Q Was Fxhibit Number "™wo vprevared by vou?

A Yes, sir,

MR. EATOM: T have no further questions,

MR, NUTTER: Mr, Sharve?

AA Sharpe,

OURSTIONS BY MR, NUTTER:

0 ¥r. Sharpe, vou say the orimaryv obiective 1is the

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
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CASE. 5470

Upper Penhﬁbut vou had als§ among ohher thines considered
the basal Penn as an objective?
A | Yes, sir. |

9 The unit asreement calls for a well to be drilled
to a depth of no more than 9500 feet. Would this- be suf-
ficient to pensetrate the basal Penn?

A Yes, sir,

Q And what 1s the vrovosed structure here that

vou're trusting on?

A This is a structural map, Exhibit Two?
- Uh-=huh,
A - This is a structural map on the top of the Upver

Pennsvlvanian carbonate bank which goes across the area,

[ ., . 3

That is a oprimary

At Aand
Uu!juvvi'v'e -

Theye have heen oil shows,
a lot of vporosities along this trend, and ve hope to trap

it 1n a favorable structural as well as stratosranhic

position along this trend.

Q And the provosed location is in the southeast/

southeast there of Section 2?7

A Yes, sir, 660 from the south and east lines, ves,

sir,
n T see,

MR, NUTTER: Are there further cuestions of thils wit-

THE NYE REPORTING SERVICE
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ness?

(No pesponse)
MR, NUTTER: You hav be excuscds
1ts Ohe and Tvo into evi-

will be ad-

dence.
a Two

MR. NUTTER Maralo rxhibits One an
mitted in evidéﬁce. 50 SoW ! anyphing fqrther, Mr.

Eaton?

M. EATON: No, sir.

ur. NUTTER: noes anyone have anything further they

wish ko offer in case Mumber 54707

\ (No reSponse.)
ment.

MR, NUTTER:

(Hearing concluded.)

STATE-W
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CASE 5470

Page......... 12

STATE OF NEW MEXICO)
i ) ss REPARTER!'S CERMTIBICATE
COUNTY QF SANTA PE )

- .

I, Sallv Valiton Boyd, Notaryv Public and General Court

Reporter, Santa Pe, MNew Mexico, DO HEREBY CERTIFY that the

[
v

no ~
FACER

-
3

hat T reported the captioned proCeedinqégythat the
forecoine 11 varves of typewritten matter, numbered 1
throueh 11 inciusive, is 3 full, true and correct tran-
seriot of my nptes taken durine the hearine.

WITHESS my hand this 21st dav of Mav, 1975, at

Santa Te, Mew Mexico.

)&&&u BOESOU %mA

'Sally ¥alton Bovad
Notary Public and General
Court Reporter

My Commission exvires:

17 September 1075

1 do hereby ocertify that the foregoini by ]
a conplete record of the p‘ooeedings n&

the Examiner hearing of, Cagse No.%2 9:72;“\
heard by me 9n.... .. h27(;f.Hm. - 1 -

LxLz@}&haaﬁuw’
'ﬁé;'“pxico 011 Conservation Comaisgicn
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- NEV MRXTCO o1y,

chSERVATION COMMISSTON
Santa Pe, New Mexico

Mﬁui~~ o 14 May 1975
-
/

o Daniel S. N

I
I or the Ney Mexieo 01 Yilliam . Carr, pgq
Conservat-hn Cammission: Lega) Counsge] for the Con
i missio
State Land Office Buildine
Santa Fe, New Mex1eco 87501
For the Applicant, Paul ra on, kg
Maralo, Tne,: HINKLE, BONDURANP CoXx ¢ EATON
Roswe} s New Moxiag
|
/ THE nyg KEPORTING SERVICE
‘ . o STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREgT
SANT A FE, Ny MEXICo 8750y
// TEL. (505) 982-0356
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CASE 5470
Page....cooor - 3

-...mmnn: Case 5“705

MR N N 'l“.’«f:!\‘

MR, CARR: (Case 5470, Application of Maralo, Inc.
for a unit apreemeny Cchaves County; New Mexico.

1R - BATOM: paul Easton of the fipm of Hinkle, Bon-

durant, Cox and raton, appearine for the applicant and

we have two witnesses,
(Wifﬁeééés'swan;)
KENNETH H. ORIFFIN,

being called &8s a witness and beling duly sworn

upon his oath, testified as follovs, to-wit:

DIBECT/EXAMINATION

BY MR, EATON:

8] 17111 vou state vour name?

A T am K. H. Oriffin, firm of Criffin and Burnett,

maxag. acting as a consultant for Marale, Incor-

Midiand, s

porated.

0 Wnat 1s vour field of work?

A T am an {ndevendent jand man specializing in

1¢4ization work.

this instance in un

PP
1y testifiedq

A] Have vou previcus

mission in the past in that capacity?

A Yes, [ have.

THE NYE REPORTING SERVICE
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CASE 547

Page .ol

0 what does Yaralo seelk hy 1ts applieation?

-

A We propose to form a six section federal-state

exploratory unit in mawnships 14 and 15 South, Ranre 28

Fast, Chaves county, Mew Mexico. The six sectlons are

not six even sections; thev're souared out in half sec~

tions on the north and south; it comprises &a total of

3,801,32 acres. o ._l
0 My, Oriffin, 4o },foix have before you what has |

peen marked for 1dentification as‘Exhibit One and that

1s what, the unit agreement?

A Right. Exhibit One is the unit arreement to

be used in connection with this unit.,

Q . And attached to the unit agsraement are Exhibits

PO T,
[+

A and B, is thav

A Correct.,

0 And would you indicate what Fxhibit A reflects?

A Fxhibit A is a plat of the proposed unit area

showine the ownership both as to fee and to lease hold.

— B e
Ail

Fxhibit B is & schedule of ownersnii

0 Has this unit area, proposed unit area, been

desisnated by the United States fleolorical Survey as

lorically subiect to exploration and development?

A Ves,

n Vas it heen snformallv apnroved bv the Commissionegr
THE NYE REPORTING SERVICE -
STATE-WIDE DEPOSITION NOTARIES
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CASE 5k70

g

of Publie Lands?
A It has,
n Has this form of unit arreément previously been

anproved by both of those bodies as well as by this Com-

A Yes, 1t has., It follows the 1968 reprint.

0 Who is the desipnated unit operator?

A Maralo, Incorporated.

O Are all formations --

A Yes, all formations are unitized,

a What are the orovisions as to the initial test
well?

A The initial test well is to be comménced within

six months from the date of the unit agreement and in
actuality the well will be started this month,

0 Vhat is the plan of development after the test
well ls «= |

A Tt has the standard ppovisioh of fiiing the plan
of development for apnroval of both the supervisor and
the commissioner, which each nlan will provide for a six
month pevriod of time.

0 What is the nresent status of commitment to the
unit aereement of the workine interests?

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
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CASE 5“79

A We do have one hundred percent sign-up or will

,,,,,,,, haveronewhundred“nereeﬁt“siﬁﬁSUb'éf“ﬁbrking interest owners

0 In your oninion is annrov

al of the unit acreement

in the interest of congervation? Will 1t prevent waste

and protect correlative rirhts?

A Yes.

Q Was Exhibit Number One prepared by you?

A Yes,

MR, EATON: 7T have no-further questions of this wite

ness,

MR, NUTTER: Are there any questions of thé witness?

(Mo response,) .

OUESTIONS: BY MR, NUTTER:

A You say that the GS and State Land Office

both have approved 1t?

A They both have olven a tentative approval sub-

Ject to the filing for final approval, ves, sip,

0 And you're anticivatine a hundred percent ﬁorking

interest,

A Right, we do have a hundred percent apreement,

MR, NUTTER: If there are no furthe questions this

witness mav be excused,

THE NYE REPORTING SERVICE
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CASE 5470

EVERETT SHARPE,

beinr called as a witness and beine duly sworn

UponTiils oath, Testified as follows, to-wit:

DIPECT EXAMINATION

BY MR, FATON:

 Please state vour name ang by whom vou're em-

ploved and in what cavacitv?

4 I am Fverett Sharpe and T'm enploved by Marnla

g e R &

Tneorporated, as exploration manager,

0 Mr. Sharpe, have you previously testiffed be-
fore this Commission?
A No, sir,

8] “Yould vo

4 give us vour educational backerround

and your work experience?

A I have a Bachelor of Science degree in ceoloey

from Kansas State University; a Mgsters of Scilence derree

In epeoloey fron NDhio State University, T've been eme

ploved with Atlantic Refininx o

ompany for nine years,

inciudine South ™

-exas, Calearv, Canada, Iibva, the Per-

mian Basin, and Arizona area, TI've been self-emploved

in the Permian Basin for two vears and T've been with

Maralo, Incorvorated, nredecessor of .Ralph Low Estate,

for seven vears in the PYermian Rasin and South Texas,
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CASE 5470

O  APe vou familiar with the proposed Butler Springs
Unit area? |

A Yes, sir;

MR, EATON: Are the witness! acqualifications satis-
factery? |

MR, NUTTER: Yes, they are,

4] (By Mr, Eaton) I rafer Vou to what's peen
marked for identification as FExhibit Number Two and ask -

you to state what that exhibit shows?

A This 18 a structure ﬁéﬁwbﬁ”taﬁ~o€'themUpperNk

Pennsylvanian, showing the 1limit, a dip limit of the

porosity in the Upover Pennsylvanian, All the wells in

the area are shown with the drill stem test and log in-
formation. The unit outline is shown on that covering
the prospective area,
2 Roughly where =- where i this Butler Sprines
area located with respect to any city or town in New Mexico?
A It's aporoximately fifteen miles eést/southeast
of Hagerman and about five miles, four miles, east of |
Buffalo Valley~Pennsvlvanian Fleld,
o What data did vou use for this exhibit?
A Sub=surface data with, orimarily, supplemented

with some seismic, limited melsmic information,
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CASE 5470 .

Page. ... .. 9. ...
0 What is tﬂe pfimary chlective of tﬁé test well?
A The nrimar& objective w21l be the Upper Pennsyl-
“vanian,
0 Are thergﬂ@ther prosﬁective reservoirs?
A Yes, the o?her prospective reservoirs are the

Oueen Sand, the San hndres-nolomite, and the basal Penn-
sylvanian-Morrow-Atoka Sands, which sre productive in -=
to the west of us, | |

0 Do vou feei like those sands extend over the
entire unit area? |

A Yes, =ir.

2] Yhat consiéerations led to the selection of the

_oroposed drill site?;AAA_

A The structu;al position on the Upper Pennsyl-
vanian, which 1s the érimary objective, as well as the
up dip 1limit of the pbrosity in the Upper Pennsylvanian.

0 Wag Fxhibit%Nuﬁber T™wo prepared by Qou?

A Yes, sir, ‘

MR, EATON: T ha;e no further questions,

MR, NUTTER: Mr;égharpé?

A Sharpe.

OUESTIONS BY MR, NUTTER:

o} Mp, Sharpe, vou say the primary obfective is the
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CASE 5470
Page........ A0

Upper Penn but vou had also amone other things considered
the basal Pénn as an objective?

A Yés, sir.

2 The unit asreement calls for a well te be drilled
to a de?th of no more than 9500 feet, Would this be suf-
ficient to peéenetrate the tasal Penn?

A Yes, sir, |

2 And what is the proposed structure here that
vou're trusting on?

A Thig 1s a structural m;p, Exhibit TWO?

Q Uh-huh,

A This is a structural map on the top of the Upyper
Pennsylvaniaﬁ carbonate bank which goes across the area,
That 1s a vrimary objective. There have been o3l shows,

a lot of porosities along this trend, and we hope to trap
it in a favorable structural as well as stratograpohic
position along this trend,

0 And the proposed 1oeation i{s in the southeast/
southeast there of Section 29

A Yes, sir, 660 from the south and east lines, ves,
sir.,

A I see,

MR, NUTTER: Are there further nuestions of this wit-
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CASE 5470

Page. ..o - B

(Mo response)
You may be excused.

MR, NUTTER ¢
xhibits One and T

wo 1into evi-

wp, BATON: We offer F

dence.
4 One and Two will be ad-

MR, NUTTER! Maralo Exhiblt

ce Do you have anvthing further, Mr.

mitted in evidendse.

gaton?
MR, EATON: No, sir.
yone have anything further they

wR., NUTTER: Does an
umber S5U70%

wish to offer in case N

(Yo response.)
dvisement.

wel1ll tak

wR, NUTTER:

ncluded.)

(Hearing co
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CASE 5470
Page......... 12

{ 4s  RTPORTER'S CERTTIFICATE
COUNTY OF SANTA ®E )

I, Sally Walton noyd, Notary Publle and General Court
reporter, Santa Ve, llev Mexico, DO HERERY CERTITY that the
ated in the eaption hereto are true'and cor=
£that T renorted the,captioﬁed proceedinré; that bge
forecoing 11 pares of typewritten matter, numbered 1
through 11 inclusive, is a fﬁll,?true and correct tran-

seript of my notes taken durine the hearins.

WITHESS my hand this 21st day o Mav, 1975, at

Sallv Walton Bovd
Motary Public and General
Court Reporter

My Commission exvires:

10 September 1975

. ' that the foregoins is
1 do heveby certdfy Sopedings in

a conplate record of the pr
tho Exapiner hearing o Case &oﬂgg—.’
peard by QR OB NG T A2, R 1.2

ot s = e

: iner

“New ue§i8§ Oiincdnaéréét{on Cogaiasion
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GRIFFIN & EURNETT. iNG,

—_— : OU Properssy,

KENNETH p, GRIFFIN N , . 80! PETROLEyM BUILDING
GARY G. BURNETT .- - MIDLANG, Texas 79701

915 683.270%

April 15, 1975

Re: File No. 3036
BUTLER SPRINGS UNIT
aves County Ny Mexico

In behalf of Maralo, Inc, it is requested that the subject unijt
be included on the docket for the May 14, 1975, Examiner's
Hearing,

This unit covers 3,841,32 acres; deseribed

JTived as follows and is
being formea for eXploratory Purposes:

TOMNSHIP 14 SoUTH, Rangg 28 EAST
Section 35: S/2
Section 36: S/2

Section 2 : All
Section 17: All
Section 12 :OAll
Section 13: N/2
Section 14: N/2

The character of OWnership jis as follows:

'ACRES PERCENT
USA 4 2,320.52 60.41
State of New Mexico - 1,520.80 - 39,59
3,841.32 100. 004
DOCKET MAILED -
Date /5
M




Yours/very tmly, a |
 rv/ e 758

/ VAR s,
Kenneth H. Griffin //

KHG/ gp
cc: ‘Mr. Ben R. Kee
Maralo, Inc.

“Suite 130, ZZGK']“'Wé‘.’St"'EOODSOﬁﬁi"'” R T

Houston, Texas 77027

Mr. Everett Sharp

Maralo, - Inc.

Suite 130, 2200 West Loop South
Houston, Texas 77027

Mr. Paul W. Eaton, Jr.

Hinkle, Bondurant, Cox § Eaton
Hinkle Building

Roswell, New Mexico




Docket No, 11-75

Dockets Nos. 12-75 and 13-75 are tentatively set for hearing on May 28 and
June 11, 1975. Applications for hearing must be filed at least 22 days in
advance of hearing date. )

DOCKET: EXAMINER HEARING - WEDNESDAY - MAY 14, 1975

9 A.M. - OIL CONSERVATION' COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

‘The following cases will be heard befofc Daniel S. Nutter, Examiner, or Richard L.
Stamets, Alternate Examiner.

gas from seventeesnm
a

Roosevelt and Chaves Counties, New

"ALLOWABLE: ~ (1) Consideratiovii of tlie allowa
prorated pools in Lea, Eddy
Mexico, for June, 1975.

P T NSt PN N DR =g
Vie pLuOUUulLIVil UL
s (o]

{2) Consideration of the 5llowab1e production of gas from five pro-~
rated pools in San Juan, Rio Arriba, and Sandoval Counties, New
Mexico, for Jume, 1975.

CASE 5429: (Continued from the March 5, 1975 Examiner Hearing)

In the matter of the hearing called by the 0il Conservation Commission
on its own motion to permﬁt Charles M. Goad and United States Fidelity
& Guaranty Company and all other interested parties to appear and show
cause why the Charles M. Goad, State No. 1 Well located in Unit M of
Section 28, Township 2 Soﬁth, Range 26 East, De Baca County, New Mexico,
chould not be plugged and abandoned in accordance with a Commission-
approved plugging program.’

CASE 5408: (Continued from the April%Z, 1975 Examine: Hearing)

In the matter of the hearing called by the 0il Conservation Commission
on its own motion to permit W. E. Medlock and Reliance Insurance
Company and all other intérested patties to appear and show cause why
the Queen Ridge No. 1 Well located in Unit M of Section 36; Township
10 South, Range 26 East, Qhaves County, New Mexico, should not be
plugged and abandoned in accordance with a Commission-approved
plugging program.

CASE 5469: Application of Read & Stevens for an unorthodox gas well location,

' Chaves County, New lexico! Applicant, in the above-styled cause,
seeks approval for the unorthodox gas well location of a well to be
drilled at a point 990 feét from the South and East line of Section
7, Township 15 South, Rarge 28 East, Chaves County, New Mexico, in
exception to the Buffalo Valley-Pennsylvanian Gas Pool Rules.

“. CASE 5470: Application of Maralo, Inc. for a unit agreement, Chaves County, New
" Mexico. Applicant, in the above-styled cause, seeks approval for the
- Butler Springs Unit Area comprising 3841 acres, more or less, of state
N and federal lands in Townships 14 and 15 South, Range 28 East, Chaves
AN County, New Mexico.
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CASE 5471:

CASE _ 5472:

CASE 5473:

CASE 5474:

CASE 5475:

CASE 5476:

—Lea-County, Wew MexiTo. "Appli€ant, in the above-5tyled cause, seeks

Application of Union Texas Petroleum for downhole commingling, Lea
County, New Meéxico. Applicant, in the above~styled cause, seeks
approval for the downhole commingling of Justis Blinebry and Justis
Tubb~Drinkard production in the wellbore of 1ts Carlson "B" Wells
Nos. 1 and 2 located in Unit P of Section 23 and Unit H of Section
26, respectively, Township 25 South, Range 37 East, Lea County, New
Mexico.

Application of Mesa Petroleum Co. for an unorthodox gas well location,

approval for the unorthodox gas well location of a well to be drilied
at a point 660 feet from the North and East line of Section 6, Township
26 South, Pange 33 ERast, Red Hills Field, Lea County, New Mexico.

Application of Mesa Petroleum Co. for pool creation and special pool
rules, Lea County, New Mexico. Applicant, in the above-styled cause,
seeks the creation of a new o0il pool for Drinkard proeduction for its

‘West Knowles Well No. 1 located in Unit P of Section 34, Township 16

South, Range 37 East, Lea County, New Mexico, and for the promulgation
of special rules therefore, including a provision for 80-acre spacing
units.

Application of Gulf 01l Company. for two non-standard lecations and
the amendment of Order Nos. R-2904 and R-2909, Lea County, New Mexico.
Applicant, in the above-~styled cause, seeks approval for the unortho-
dox location of its Central Drinkard Unit Wells Nos. 101 and 401
located, respectively, 554 feet from the North line and 766 feet from

" the East line, and 660 feet from the North and East lines of Section

28, Towmship 21 South, Range 37 East, Drinkard Pool, Lea County, New
Mexico. Applicant further seeks the amendment of Order No. R-2904
which order approved the Central Drinkard Unit Agreement to provide
that the vertical limits of the unitized formation shall include the
entire Drinkard formation; application further seeks the amendment of
Order No. R-4909 which approved the Central Drinkard Unit Waterflood
Project to provide an administrative procedure for the approval of
additional unorthodox well locations.

Application of Mobil 0il Corporation for salt water disposal, Lea
County, New Mexico. 2pplicant, in the above-styled cause, seeks
authority to dispose of precduced salt water into the Lower Siluro-
Devonian formation in the open-hole interval from 12,188 feet to
12,525 feet in its Santa Fe Pacific Well No. 9, located in Unit E
of Section 35, Township 2 South, Range 36 East, Crossroads Siluro-
Devonian Pool, Lea County, New Mexico.

Aopplication of Cities Service 0il Company for compulsory pooling,

Eddy County, New Mexico. Applicant, in the above-styled cause, seeks
an order pooling all mineral interests in the Wolfcamp formation under-
lying the NE/4 of Section 30, Township 22 South, Range 27 East, and

in the Pennsylvanian formation underlying the E/2 of said Section 30,
to be dedicated to a proposed gas well to be drilled at an orthodox
location for both formations. Also to be considered will be the cost
of drilling and completing said well and the allocation of such costs
as well as actual operating costs and charges for supervision. Also

to be considered will be the designation of the applicant as operator
of the well and a charge for the risk involved im drilling said well.
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CASE 5477:

CASE 5478:

CASE 5479:

CASE 5480:

CASE 548_1_:

CASE 5482:

sald well.

~3-

Application of Cities Service 0il Company for compulsory pooling and
an unorthodox location, Fddy Countv, MNew Mexice. Applicant, in the
above-styled cause, seeks an order pooling all mineral interests in
the Pennsylvanian formation underlying the W/2.of Section 18, Town-
ship 22 South, Range 27 Fast, South Carlsbad Field, Eddy County, New
Mexico, to be dedicated to a well to be drilled at an unorthodox loca-
tion for said unit 1650 feet from the South line and 1980 feet from
the Vest line of said Section 18. Also to be considered will be the

2ost of drilling and completing said well and the allocation of such

costs as well as actual operating costs and charges for supervision.
Also to be considered will be the designation of the application as
operator of the well arnd a charge for the risk involved in drilling

Application of Continen’al 0il Company for a dual completion, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks
approval for the lJual completion of its Warren Unit Well No. 31
Jocated in Urit 0 of Section 27, Towmship 20 South, Range 38 East,
Lea County, New Mexico, in such a manner as to produce oil from the
Blinebry 0il and Gas Pool and oil from the Harren-Tubb Gas Pool
through parallel strings of tubing.

Applicaticn of Continental 011 Company for two non-standard gas
proration units, two unorthodox locations, and simultaneous dedica-
tion, Lea County, Mew-Mexico. Applicant, in the above-styled cause,
seeks approval for a non-standard gas proration unit comprising Lots
I,.2;, and. 3. and lotg.h. through 11 of Sectien 4, Township 11 South,
Range 36 Fast, Eumont Gas Pool, Lea County, New México, to be dedica-
ted to its Mever B-4 Well No. 14 located in Unit G of said Section &.
Applicant further seeks approval of a 360-acre Eumont Gas proration
unit comprising Lots 14, 15, and 16 and the SE/4 and E/2 SW/4 of said
Section 4 to be simultaneously dedicated to its Meyer B-4 Uell No. 4
and 29 at urorthodox locations in Units S and P, respectively, of said
Section 4. -

Application of Continental 01l Company for salt water disposal, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks
authority to dispose of produced salt water inte the Pennsylvanian
formation through the perforated interval 7648 to 7690 feet in its
SFMU Well No. 7 located in Unit F of Section 23, Township 20 South,
Range 37 East, Cass-Pennsylvanian Gas Pool, Lea Countv, New Mexico.

Application of Phillips Petroleum Comnany for downhole commingling,
Fddy County, Mew Mexico. Applicant, in the ahove-stvled cause, sceks
approval for the downhole commingling of South Carlsbad-Atoka and
South Carlsbad-Morrow gas preduction in the wellbore of its Tidwell-A
"¢OM" Uell No. 1 located in Unit E of Section 8, Township 23 South,
Range 27 Fast, ¥ddy County, New Mexico.

Application of Phillips Petroleum Company for an unorthodox gas well
location and simultaneous dedication, Lea Countv, MNew Mexico.
Applicant, iu the above-stvled cause, seeks approval for the unortho-
dox location of 1its Lusk Neep tnit A" UWell No. 1 located in Unit A

of Section 19, Township 19 South, Range 32 Fast, Lusk-Morrow Gas Pool,
Lea County, MMew Mexico, and the simultaneous dedication of said

Section 19 to the akove well and to applicant's Lusk Deep Unit "A"
Well Mo, 5 located in Unit J of said Section 19.
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CASE _5483:

CASE 5484:

A

Application of Phlllips Petroleum Company for a dual completion, Lea

County, New Mexico. Applicant, in the above-styled cause, sceks

approval to dually complete its Lusk Deep Unit "A" Well No. 12

located in Unit G of Section 20, Township 19 South, Range 32 East,

Lusk Field, Lea County, New Mexico, in such a manner as to produce

0il from the Wolfcamp formation through the casing-tubing annaiug
__and _gas-from-the Lusk=Mo¥row Gas Pool through tubing.

Southeastern New Mexico nomenclature case calling for the creation
and extension of certain pools in Lea, Eddy, and Chaves Counties,
New Mexico and for the assignment of certain oil well discovery
allowables.

(a) 'CREATE a new pool in Eddy County, New Mexico, classified as

a gas pool for Wolfcamp production and designated as the East
Carlsbad-Wolfcamp Gas Pool. The discovery well is the Chainplin
Petroleum Co. Nix~Yates Well No. 1, located in Unit G of Section

2, Township 22 South, Range 27 East, NMPM. Said pool would comprise:

TOWNSHIP 21 SOUTH, RANGE 27 EAST, NMFM
Section 36: SW/4

TOWNSHIP 22 SOUTH, RANGE 27 EAST, NMPM
Secticen 1: NW/4

Section 2: NE/4%

(b) CREATE a new pool in Eddy County, New Mexico, classified as

a gas pool for Wolfcamp production and designated as the Cemetary-
Wolfcamp Gas Pool. The discovery well 1s the Read & Stevens, Inc.
Allirish Well Ne, 1, lscated in Unit P of Section 30, Township 20
South, Range 25 East. NMPM. Said pocol woild comprise:

TOWNSHIP 20 SOUTH, RANGE 25 FAST, NMPM
Section 30: SE/4

{c) CREATE a new pool in Zddy County, New Mexico, classified as
a gas pool for Strawn production and designated as the Crooked
Creek-Strawn Gas Pool. The discovery well is the C & K Petroleum
Inc. Lowe State Well No. 1, located in Unit € of Section 16,
Township 24 South, Range 24 East, NMPM. ‘Said pool would comprise:

TOWNSHIP 24 SOUTH, RANGE 24 EAST, NMPi!
Section 16: N/2

(d) CREATE a new pool in Lea County, New Mexico, classified &s

an oil pool for San Andres production and designated as the Dickenson-
San Andres Pool. The discovery well is the Hanson 0il Corporation
Santa Fe Well No. 1, located in Unit F of Section 35, Township 10
South, Range 36 East, NMPM. Said pool would comprise:

TOWNSRIF 10 SOUTH, RANGE 36 EAST, NMPM
Section 35: NW/4

{e) CREATE a new pool in Eddy County, New Mexico, classified as a
as BOOI for Atoka production and designated as the Golden Lane-Atoka
as8 Pool. The discovery well is the Meadco Properties Ltd. Harris 6
Well No. 1, located in Unit I of Section 6, Township 21 Scuth, Range
29 Fast, NMPM. Said pool would comprise:
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TOWNSHIP 21 SOUTH, RANGE 29 EAST, NMPM
Section 6: Lots 1, 2, 7, 8, 9, 10, 15, and 16

(f) CREATE a new pool in Eddy County, New Mexico, classified as a
gas pool for Atoka production and designated as the Grayburg-Atoka
Gas Pool. The discovery well is the Horizon 011 & Gas Co. of Texas
State 28 Com Well No. 2, located in Unit K of Section 28, Township
17 South, Range 29 East, NMPM. Said pool would comprise:

a ) N TOWNSHIP 17 SOUTH, RANGE 29 EAST, NMPM
. ‘ Section 28: S/2
! i Section 29: E/f2

(g) CREATE a new pool in Eddy‘County, New Mexico, classified as a
gas pool for Premier production and designated as the High Nitro-
Premier Gas Pool, The discovery well is the McClellan 0il Corpora-

tion Hinkle Federal Well No. 1, located in Unit A of Section 9,
{5 -Range 29 Fast, NMPM. Said pool would comprise:

Township i~ DUULH, nange LY Eas
TOWNSHIP 16 SOUTH, RANGE 29 EAST, NMPM
Section 3: SW/4 ,
Section 4: SE/4
Section 9: NE/4

(h) CREATE a new pool in Eddy County, New Mexico, classified as a
gas pool for Morrow produciion and designated as the Hoag Tank-Morrcw
The discovery well is the Yates Petroleum Corporation

1, located in Unit P of Section 22,

Said pool would comprise:

Gas Pool.
Allison CQ Federal Well WNo.
Township 19 South, Range 24 East, NMPM.

TOWNSHIP 19 SOUTH, RANGE 24 EAST NMPM
Section 22: E/2

(1) CREATE a new pool in Eddy County, New Mexico, classified as a
gas pool for Morrow production and designated as the N. W. Indian
The discovery well is the Charles A. Dean
1Y, located in Unit K of Section 28,
Said pool would comprise:

Basin~Morrow Gas Pool.
Northwest Indian Basin Well No.
Township 20 South, Range 23 East, NMPM.

“““““ 1P 20 SQUTH, RANGE 23 EAST, NMPM

TOWnoniy 20 SQUTH

Section 28: W/2

(3) CREATE a new pool in Chaves County, New Mexico, classified as an
01l pool for San Andres production and designated as the Lonesome-San
Andres Pool. The discovery well is the Phillips Petroleum Company

Luther A Well No. 1 located in Unit N of Section 18, Townsnip 8 South,

Range 32 East, NMPM. Said pool would comprise:

TOWNSHIP 8 SOUTH, RANGE 32 EAST, NMPM
Section 18: SW/4




Examiner Hearing - Wednesday - May 14, 1975 Docket No. 11-75
-6-

T ey~ CREATE & new -pocl in-Bddy County;- New-Meuwico; classified .as.a-.

gas pooi for Wolfcamp production and designated as the South Rocky
Arroyo-Wolfcamp Gas Pool. The discovery well is the F1 Paso Natural
Gas Co. Patterson A Well No. 1, located in Unit N of Section 20,
Township 22 South, Range 22 East, NMPM. Said pool would comprise:

TOWNSHIP 22 SCUTH, RANGE 22 EAST, NMPM
Section 20: SW/4

(1) CREATE a new pool in Eddy County, New Mexico, classified as

a gas pool for Atoka production and designated as the Sheep Draw-
Atoka Gas Pool. The discovery well 1s the Hanagan Petroleum Corp.
Mary Federal Well No. 1, located in Unit H of Section 11, Township
23 South, Range 25 East, NMPM., Said pool would comprise:

TOWNSHIP 23 SOUTH, RANGE 25 EAST, NMPM
Section 11: E/2

(m) CREATE a new pool in Eddy County, New Mexico, classified as a
gas pool for Morrow production and designated as the Sheep Draw-
Morrow Gas Pool. The discovery well is the Hanagan Petroleum Corp.
Mary Federal Well No. 1 located in Unit H of Section 11, Township
23 South, Range 25 East, NMPM. Said pool would comprise:

TOWNSHIP 23 SQUTH, RANGE 25 EAST, NMPM
Section 11: E/2
Section 12: W/2

(n) CREATE a new pool in Lea County, New Mexico, classified as an
oil pool and designated as the Shipp-Drinkard Pool and assign 41,650
barrels 5f discovery allowable to the discovery well, the Mesa
Petroleum Company West Knowles Well No. 1, located ir Unit P of
Section 34, Township 16 South, Range 37 East, NMPM, Said pool would

comprise:

TOWNSHIP 16 SOUTH, RANGE 37 EAST, NMPM
Section 34: SE/4

(o) EXTEND the Atoka-Pennsylvanian Gas Pool in Eddy County, New
Mexico, to include therein:

TOWNSHIP 18 SOUTH, RANGE 26 EAST, NMPM
Section 2: All

(p) EXTEND the North Benson Queen-Grayburg Pool in Eddy County,
New Mexico, to include therein:

TOWNSHIP 18 SQUTH, RANGE 30 EAST, NMPM
Section 32: N/2 NE/4
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(q) EXTEND the Blinebry 011 and Gas Pool in Lea County, New Mexico,
to include therein:

TOWNSHIP 20 SOUTH, RANGE 38 EAST, MMPM
Section 27: SE/4

(r) EXTEND the Buffalo Valley-Pennsylvanian Gas Pool in Chaves
County, New Mexico, to include therein:

TOWNSHIP 15 SOUTH, RANGE 27 EAST, NMPM
Section 3: N/2

(s) EXTEND the Burton Flat-Morrow Gas Pool in Eddy County, New
Mexico, to include therein:

TOWNSHIP 21 SOUTH, RANGE 27 EASTL NMPM e

Section 187 le'

(t) EXTEND the South Cdrlsbad-Atoka Gas Pool in Eddy County, New
Mexico, to include therein:

TOWNSHIP 23 SOUTH, RANGE 26 EAST, NMPM
Section 3: W/2
Section 11: All

TOWNSHIP 23 SOUTR, RANGE 27 EAST, NMPM
Section 8: All
Secticn 17: W/2

(u) EXTEND the South Carlsbad-Morrow Gas: Pool in Eddy County. New
Mexico, to include therein:

TOWNSHIP 23 SOUTH, RANGE 26 EAST, NMPM
Section 16: S/2

TOWNSHIP 24 SOUTH, RANGE 26 EAST, NMPM
Section 1: W/2

(v) ESTABLISH a discovery allowable in the Casey-Strawn Pool in Lea
County, New Mexico, and assign 56,630 barrels of discovery allowable
to the discovery well, the C & K Petroleum, Inc. Shipp "27" Well No. 1,
located in Unit O of Section 27, Township 16 South, Range 37 East, NMPM.,

(w) EXTEND the Cerca-Upper Pennsylvahian Pool in Lea County, New
Mexico, to include therein:

TOWNSHIP 13 SOUTH, RANGE 34 EAST, NMPM
Section 27: S/2 and NE/4

(x) EXTEND the East Chisum San Andres Pool in Chaves County, New
Mexico, to include therein:

TOWNSHIP 11 SOUTH, RANGE 28 EAST, NMPM
Section 16: NE/4 NE/4
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(y) EXTEND the Double I Queen Assoclated Pool in Chaves County,

New Mexico, to include therein:

TOWNSHIP 14 SOUTH, RANGE 29 EAST, NMPM
Section 23: NE/4

TOWNSHIP 14 SOUTH, RANGE 30 EAST, NMPM
Section 32: N/2 and SW/&4

TOWNSHIP 15 SOUTH, RANGE 30 EAST, NMPM
Sectfon 17: N/2

(z) EXTEND the Double X-Delaware Pool in Lea County, New Mexico,
_ to include ther#in:

TOWNSHIP 24 SOUTH, ,RANGE 32 EAST, NMPM
Section 27: NE74

(aa) EXTEND the Drinkard Pool in Lea Cothy, New Mexico, to include
therein:

TOWNSHIP 21 SOUTH, -RANGE 36 EAST, NMPM
Section 36: SW/4

(bb) EXTEND the East Empire Yates Seven Rivers Pool in Eddy County,
New Mexico, to include therein:

IOWNSHIP 17 SOUTH, RANGE 28 EAST, NMPM
Section 34: W/2 NE/4

(cc) EXTEND the Kennedy Parms-Morrow Gas Pool in Eddy County, New
Mexico, to include theréin:

TOWNSHIP 17 SOUTH, RANGE 26 EAST, NMPM
Section 22: E/2

(dd) EXTEND the Penasco Draw-San Andres-Yeso Pool in Eddy County,
New Mexico, to include therein:

TOWNSHIP 18 SOUTH, RANGE 26 EAST, NMPM
Section 30: NW/4 SW/4

(ee) EXTEND the Ranger Lake~Bough Pool in Lea County, New Mexico, to
include therein: :

TOWNSHIP 12 SOUTH, RANGE 34 EAST, NMPM
Section 23: SW/4

(f£) EXTEND the Rock Tank-Lower Morrow Gas Pool in Eddy County, New
Medco, to include therein:

TOWNSHIP 23 SOUTH, RANGE 25 EAST, NMPM
Section 18: All
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(gg) EXTEND the Round Tank San Andres Pool in Chaves County, New
Mexico, to include therein:

TOWNSHIP 15 SOUTH, RANGE 29 EAST, NMPM
Section 31: NW/4 NW/4

(hh) EXTEND the vertical limits of the Sand Hills~San Andres Pool
in Lea County, New Mexico, to iInclude the Grayburg formation. '

(14) EXTEND the Sulimar Queen Pool in Chaves County, New Mexico,

to include therein:
TOWNSHTP 15 SOUTH, RANGE 30 EAST, NMPM

ANVt

Section 18: SW/4 SW/4&

(33) EXTEND the Tres Papalotes-Pennsylvanian Pool in Lea County,
New Mexico, to include therein:

TOWNSHIP 15 SOUTH, RANGE 34 EAST, NMPM
Section 5: SW/4

(kk) EXTEND the Turkey Track Queen~Grayburg Pool in Eddy County,
New Mexico, to include therein:

TOWNSHIP 18 SOUTH, RANGE 29 EP;STL NMPM
Section 32: NRB/4 NE/4




A

SECTION
1

(I R T Y T

e
- o

12

UNIT AGREEMENT
BUTLER SPRINGS UNIT
QGHAVES COUNTY, NEW MEXICO

TABLE OF CONTENTS

TITLE
ENABLING ACT AND REGULATIONS......cc0vevuenenes
UNIT AREA. . .ovierinnnnenanss cevdisees et
UNITIZED LAND AND UNITIZED SUBSTANCES..... e,
UNIT OPERATOR. ......... JUT e eraraaeaenn,
RESIGNATION OR REMOVAL OF UNIT OPERATOR............ eieees
SUCCESSOR UNIT OPERATOR. ¢ 44t v vevnesanannsasnanscanasusanns
' ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT ... ... ..
RIGHTS ‘AND OBLIGATIONS OF UNIT OPERATOR. -« v s vveeesnss cee
DRILLING TO DISCOVERY.......... PP P
PLAN OF FURTHER DEVELOPMENT AND OPERATION............. e
PARTICIPATION AFTER DISCOVERY. ... reenenennnenenenereennnns
ALLOCATION OF PRODUCTION. ......... e e

DEVETOPMENT OR OPRRATTON OF NON-PARTICTPATING
IIANDOR FOMTIONS--o:e:::::::::;;;a..-a-ici'ii-uoo-o.-;¢-|

CONSERVATION. « .+« eseviaeintenshnnaneaennsninmnanennsssonsn

DRAINAGE. . v eivvrernrnncnnncnnns eetereneieeieaieaanas

LEASES AND CONTRACTS CONFORMED AND EXTENDED. .. .........:..
COVENANTS RUN WITH LAND........... [EYTTTORRRI

NO WAIVER OF CERTAIN RIGHTS. . ....cueerneensunrnnernrucnnss
UNAVOIDABLE DELAY...... e eeeeneeaeeeceteeraneeanaeeeeaaes
NONDISCRIMINATION . ¢ v vveevencuoonnnessnsonasses G ereeaeneaes

BEFORE EXAMINER NUTTERj
OIL, CONSERVATION COMMISSION
EXHIBIT NO.

chsl No. 5{/74) \

PAGE

L= B~ O T I N -

W o N~

11

i
N

14
14
14
14
-17
17
18
19
19
19
19
20




TR

SECTION

27
28
29 |
30
31

TITLE
LOSS OF TITLE...vvevs. Cereeeanens ettt ettt .
NON-JOINDER AND SUBSEQUENT JOINDER....... e eeenecaeeaeeees :
COUNTERPARTS. . . ¢ evvenenen eenes e reeeenen e rerneeaanan.
NO PARTNERSHIP...... et e eeeeennraraeeetteane Ceeeeenens

CONFLICT OF SUPERVISION.....cceceeanan eeeriesans veseenne ..

PAGE

20
20
21
21
21

et P——— e




10
11

12

13

14
15

16

17

18
19
20

21

22
23

24

25

26
27
28

29

30

31
32
33
34

UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
BUTLER SPRINGS UNIT AREA
COUNTY OF CHAVES
STATE OF NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the lst day of __ May ,

1975 by and between the parties subscgibing, ratifying, or consenting hereto,
and herein referred to as the “parties hereto," |
WITNESSETH:

WHEREAS, the partieé hereto are the owners of working royﬁlty, or other
oil and gas interests in the unit aréa subject ‘to this agrgemént; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, as
amended, 30 U. S. C. Secs. 181 et seq;, authorizes ngeral lessees and thelir
g,
in collectively adopting and operating a conerative or unit plan of develop-
ment or operation of any oil or gas pool, field, or like area, or any part thereof
for the purpose of more properly conserving the natural resources thereof when-
ever determined and certified by the Secretary of the Interior to be necessary
or advisable in the public interest; and

WHEREAS, the Commissioner.of Public Lands of the State of New Mexico
is authorized by an Act of the iegislature (Sec. 7-11-29 N.M. Statutes 1953
Annotated) to consent to or approve this agreement on behalf of the Sﬁace of
New Mexico, insofar as it covers and includes lands and ﬁineral interest of the
State of New Mexico; and,

WHEREAS, the 01l Conservation Commission of the State of New Mexico is
authorized by an Act of the Legislature (Chapter 72, Laws of 1935, as amended
by Chapter 193, Laws of 1937; Chapter 166, Laws of 1941; and Chapter 168, Laws

of 1949) to approve this agreement and the conservation provisions hereof; and,

WHEREAS, the parties hereto hold sufficient interests in the Butler

Springs Unit Area covering the land hereinafter described to give

reasonably effective control of operations therein; and

WHEREAS, it is the purpose cf the partieé hereto to conserve natural
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} 1 resources, prevent waste, and secure other benefits obtainable through develop- 1

i 2 ment and operétion’of the area subject to this agreement under the terms, - 2

! , 3 conditions, and limitations herein set forth; 3
4 NOW, THEREFORE,‘in consideration of the premises and the promises herein 4
5 contained, thebparties hereto commit to thils agreement their respective interests -5
6 in the below-defined unit area, and agree severally among themselves as follows: 6
7 1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Aét of February 25, "7
8 1920, as amended, supra, and all valid pertinent regulations, including operating 8
9 and unit plan regulations,kheretofore issued thereunder or valid, pertinent, and )

10 reasonable regulations hereafter issued thereunder are accepted and made a part of 10

reement as to Federal lands, provided such regulations are not inconsistent 11

o
o~ (i

=
i
]
£

B 12 with the terms of this agreement} and as to non-Federal lands, the oil and gas i2
13 operating regulations in effect as of the effective date hereof governing, drilling513
’?' 14 and producing operations, not inconsistent with the terms hereof or the laws of the 14

15 State in which the non-Federal land is located, are hereby accepted and made a part 15

16 | of this agreement. 16

17 2, UNiT AREA. The following described land is hereby designated and recog- 17

18 nized as coﬁstituting the unii axea: ‘ 18

19 : TOWNSHIP 14 SOUTH, RANGE 28 EAST; N.M.P.M. ’ ”19‘

20 Section 35: Sf? Scetion 36: S/2 20

21 : TOWNSHIP 15 SOUTH, RANGE 28 EAST, N.M.P.M., 21

22 Section 1: All ) Sectién‘12: All 22

Section 2: All " Section 13: N/2
Section 11: All Section 1l4: N/2

23 containing 3,841.32 acres, more of'iess ‘23

{ 24 'Exhibit A" attached hereto is»a map showing the unit area and the boundaries 24
; 25 and identity of tracté»;ﬁd leases in said area to the extent known to the Unit - 25
j 26 Operator. Exhibit “B" attached hereto is a schedule showing to the extent ' 26
; 27 known to the Unit Operator the acreage, percentage, and kind of ownership of 27
28 o0il and gas interests in all land in the unit area. However, nothing herein 28

29 or in said schedule or map shall be construed as a representation by any party 29

30 hereto as to the ownership of any interest other than such interest or interests 30

31 as are shown in said wap or schedule as owned by such party. Exhibits "A" and "B" 31

32 shall be revised by the Unit Operator whenever changes in the unit area render 32

33 such revision necessary when requested by the 0il and Gas Supervisor, hereinafter 33

34 referred to as "Supervisor", or when requested by the Commissioner of Public | 34

v 35

35 Lands of the State of New Mexico, hereinafter veferred to as 'Land Commissioner,’

-2~



f
|

10
11
12

13

14

15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

37

and not less than five (5) coples of the revised Exhibits shall be filed with

the Supervisor and one (1) copy thereof shall be filed with the Land Commissiéner,
and one (1) copy with the New Mexico 01l Conservatlon Commission, hereinafter
referred to as "State Commission."

The above-described unit area shall, when practicable, be expanded to
include therein any additional lands or shall be contracted to exclude lands
whenever sﬁch expansion or contraction is deemed to be necessary or advisable
to conform with the purposes of this’agreement. Such expansion or contraction
shall be effected in the following manner:

(a)} Unit Operator, on its own motion or on demand of the Director of the

Geological Survey, hercinafter referred to as "Director,” or on demand of the
Lgnd Commissioner, after preliminary concurrence by the Director, shall prepare
a notice of proposed expansion or contraction describing the contemplated changes
in ‘the boundaries of the qnit area; the reasons therefor, and the proposed

effective date thereof, preferably, the first day of a month subsequent fo the

date of notice.

(). Said notice shall be delivered to the Supervisor, the Land Commissioner

and the State Commission, and copies thereof mailecd to the last known address

of each working-interest owner, lessee, and lessor whose interests are affected,

advising that thirty (30) days will be allowed for submission to the Unit
Operator of any objections.

(¢) Upon expiration of the 30-day period.provided in the preceding item

" (b) hereof, Unit Operator shall file with the Supgrvisor, the Land Commissioner,

and the State Commission, evidence of mailing of the notice of expansion or con-
traction and a copy of any objections thereto which have been filed with the
Unit Operator, together with an application in sufficient number, for approval
of such expansion or contraction and with appropriate joinders.

(d) After due consideration of all pertinent information, the expansion
or contraction shall, upon approval by the Supervisor, the Land Commissioner,
become effecgtive as of the date prescribed in the notice thereof.

(e) All legal subdivisions of lands (i.e., 40 acres by Government survey
or its nearest lot or tract equivalent; in Instances of irregular surveys
unusually large lots or tracts shall be considered in multiples of 40 acres or
the nearest aliquot equivalent thereof), no parts of which are entitled to be
in a participating area on or before the fifth anniversary of the effective
date of the first initial participating area established under this unit

agreement, shall be eliminated automatically from this agreement, effective as
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of said fifth anniversary, and such lands shall no longer be a part of the
uvnit area and shall no longer be subject to this agreement, unless diligent
drilling operations are in progress on unitized lands not entitled to partici-

.
4

pation on said f£fifth anniversary; in which event all such lands shall remain
subject hereto for so long ae such drilling operations aré continued diligently,
with not more than 90 days' time eiapsing between the completion of one such
well and the commencement of the next such well. All lggal subdivisions of _
lands not entitled to be in a partiqipating area within 10 years after the
affective date of the first initial participating area approved under this
agreement shall be aut&matically eliminated from this agreement as of said
tenth anniversary. All lands proved productive by diligent drilliﬁg operations
after the aforesaid five-year period shall become participating in the same
maqgg;“§§uqugipg saild five-year period. -Howsver; vhen
operations cease, aliynon-participating lands shall be automatically eliminated
effective as of the 91st day thereaftexr. The unit operator shall within 90 days
after the effective date of any elimination hereunder, describe the area so
eliminated to the satisfaction of the Supervisor and the Land Commissioner and
promptly notify all parties in interest.

If conditions warrant extension of the tén;year period specified in thiS
subsection 2 (e), a single extension of not‘to exceed two years may be accom-
plished by consent of the owners of 90% of tﬁe working interests in the current
non-parti¢ipating unitized lands and the owners of 60% of the baéic royalty
interests (exclusive of the basic royalty intere&%é_of the United States) in non-
participéting unitized lands with approval of tﬁe Director and Land Commissioner,
provided such extension application is submitted to tﬂé Director and the Land
Commissioﬁer not later than 60 days prior to the expiration of said ten-year
period, ‘

Any expansion of the unit area pursuant to this section which embraces
lands theretofore eliminated pursuant to this subsection 2 (e) shall not be

considered automatic commitment or recommitment of such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to this

agreement shall constitute land referred to herein as "unitized land" or "land
subject to this agreement.”" All oil and gas in any and all formations of the
unitized land are unitized under the terms of this agreement and herein are

called "unitized substances."

“ 4. UNIT_OPERATOR.

_ MARALO, INC.

is hereby designated as Unit Operator and by signature hereto as Unit Operator
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1 agrees and consents to accept the dutles and obligations of Unit Operator for
2 the discovery, development, and production of unitized substances as herein

provided. Whenever reference i{s made herein to the Unit Operator, such reference

3

4 means the Unit Operator acting in the capacity and not as an owner of interest
5 in unitized substances, and the term '"working-interest owner" when used shall
6

in¢lude or refer to Unit Operator as the owner of a working interest whei such

7 an interest is owned by it.

8 5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have the
9 right to resign at any time prior to the establishment of a participating area
52 10 or areas hereunder, but such resignation shall not become effective so as to

iy 11 release Unit Operator from the duties and obligations of Unit Operator and

12 terminate Unit Operator's rights as such for a period of six (6) months after

13 notice of intention to resign has been served by Unit Operator on all working-
) 14 fnterest owners and the Supervisor and the Land bommissioner, and until all wells
15 then drilled hereunder are placed in a satiéfactory condition for suspension or
16 abandonment whichever is required by the Supervisor as to Fedetai lands and the
17 State Commission as to State lands, unless a new Unit Operator shall have been
} - 18 selected and approved ;nd §ha11 have taken err and asgumed the duties and
19 bbligaﬁions of Unit Operator prior to the e;piration of said pericd.
20 Unit Operator shall have the tight to resign in like manner and subject to
21 1ike limitations as above provided at any time a partiéipéting area established
22 hereunder is in existence, but, in all instances Af resignation or removal, until
" 23 a successor unit operator is selected and apprﬁved as hereinafter provided, the
24 working-interest owners shall be jointly responsible'f;r performance of the
25 duties of unit éperator, and shall not later than 30 days before such resigna-
26 tion or removal becomes effective appoint a common agent to represent them in any
- 27 action to be taken hereunder.
28 The resignation of Unit Operator shgll not release Unit Operator from any

| 29 liability for any default by it hereunder occurring prior to the effective date

30 of its resiganation.

E 31 The Unit Operator may, upon default or failure in the performance of its
’ 32 duties or obligations hereunder, be subject to removal by the same perxcentage
' 33 vote of the owners of working interests as herein provided for the selection
) 34 of a new Unit Operator. Such removal shall be effective upon notice thereof

35 to the Supervisor and the Land Commissioner.
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The resignation or removal of Unit Operator under thisbagreement shall
not terminate its right, title, oryinterest as the owner of a working interest
or other interest {n unitized substances, but upon the resignation or removal
of Unit Operator becoming effective, such Unit Operator shall deliver possession
of all wells, equipment, materials, and appurtenances used in conducting the
unit operatiéns to the new duly qualified successor Unit Operator or to the

common agent, if no such new Unit Operator is elected, to be used for the purpose

of conducting unit operations hereunder. Nothing herein shall be construed as

authorizing removal of any material, equipment, and appurtenances needed for

the preservation of any wells,

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender his

or its resignation as Unit Operator or shall be removed as hereinabove provided,

[ad

or a change of Unit Operator is negotiated by working-interest owners, the ouners

of the working interests in the participating area or areas according to their
respective acreage interests in such participating area or areas, or until a
participating area shall have been established, the owners of the working

shall by majority vote select a successor Unit Operator: Provided, That, if A
majority but less than 75 per cent of the w;iking interests qualified to vote
are owned by one party to this agreement, a concurring vote of one or more
additional working interest owners shall be required to select & new operator.
Such selection shall not become effective until ~

(a) a Unit Operator so selected shall aééept in writing the duties and
responsibilities of Unit Operator, and ‘

(b) the selection shall h;ve been approved by the Supervisor and approved
by the Land Commissioner.

If no successor Unit Operator is selected and qualified as herein provided,
the Director and the Land Commissioner, at their election, may declare thi$
unit agreement terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit Operator

is not the sole owner of working interest, costs and expenses incurred by Unit
Operator in conducting unit operatioms hereunder shall be paid and apportioned
among and borne by the owners of working interests, all in accordance with the
agreement or agreements ente;ed'into by and between the Unit Operator and the

owners of working interests, whether one or more, separately or collectively.
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Any agreement or agreements entered into between the working-interest owners
and the Unit Operator as provided in this section, whether one or more, are
herein referred to as the "unit operating agreement.'" Such unit operating
agreement shall also provide the manner in which the working-interest owners
shall be entitled tO‘reéeive their respective proportionate and allocated share
of the benefits accruing hereto in conformity with their underlying operating
agreements, leases, or other independent c&ntracts, and such other rights and
obligations as between Unit Operator and the workiﬁk-interest‘owners as may be
agreed upon by Unit Operator and the working-intereéf owners; however, no such
unit operating agreem;nt shall be deemed either to modify any of the terms and
conditions of this unit agreement or to relieve the Unit Operator of any righ}

or obligation established under this unit agreement, and im case of any incon-

éistency or conflict between thiéuﬁﬁitwagféeméﬁf and the unit 6§;;étiﬁgiégfééﬁgﬁflhﬂw
this unit agreement shall govern. Three true coples of any unit operating agree-

~ ment executed pursuant to this section should be filed with the Supervisor and

one true copy with the Land Coﬁbissioner,‘prior to approval of this unit agree-

ment.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR.  Except as otherwise specifi-

_cally provided herein. the e"clusivewright; privilege and duty of exercising

any and all rights of the parties hereto which are necessary or convenient for
prospecting for, producing, storing, allocating, and distributing the unitiied

substances- are hereby delegated to and shall be exercised by the Unit Operator

as herein provided. Acceptable evidence of title to said rights shall be

deposited with said Unit Operator and, together with’tﬁis agreement, shall

constitute and define the righés, privileges, and obligations of Unit Operator.
.Nothing herein, however, shall be construed to transfer title to any land or to
any lease or operating agreement, it being understood that under this agreement
the Unit Operator, in its capacity as Unit Operator, shall exercise the rights

of possession and use vested in the parties hereto only for the purposes herein

gpecified.

9., DRILLING TO DISCOéERY. Within six (6) months after the effective daté
hereof, the Unit Operétor shall begin to drill an adequate test well at a
location approved by the Supervisor, if on Federal land, or by the Laﬁd
Commissioner, if on State land, unless on such effective date @ well 1is being

drilled conformably with the terms hereof, and thereafter continue such drilling
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diligently until the Mississippian (Barnett Shale) formation has been penetrated

and all formations of the Pennsylvanian age have been tested, or until at a
lesser depth unitized substances shall be discovered which can be produced in
paying quantities (to-wit: quantities sufficient to repay the costs of drilling,
completiqg and producing operations, with a reasonable profit) or the Unit
Operator shall, at any time, establish to the satisfaction of the Supervisor

if on Federal land,ror the Land Commissioner if on State land, that further
drilling of said well would be unwarranted or iméracticable; provided, however,
that Unit Operator shall not, in any event, be required to drill said well to a
depth in excess of 9,500 feet. -Until the discovery of a deposit of unitized

substances capable of being produced in paying quantities, the Unit Opérator

shall ¢continue drilling diligently one well at a time, allowing not more than

six (6) months between the completion of one well and the begi;;iﬁéwéfhgﬁémnéifA
well, until a well capable of producing unitized subsZances in paying quantities

is completed to the satisfaction of said Supervisor if it be on Federal land or

 of the Land Commissioner if on State land, or umtil it is reasonably proved that

the unitized land is incapable of producing unitized substances in paying

quantities in the formations drilled hereunder. Nothing in this section shall

be deemed to limit the right of the Unit Operator to resign as provided in

Section 5 hereof, or as requiring Unit Operator to commence or continue any

ve in

pte

drilling duriné the period pending such resignation becoﬁing effect
order to comply with the requirements of this sedtion. The Supervisor and Land

Commissioner may modify the drilling requirements of this section by granting

reasonable extensions of time when, in their opinion, such action is warranted.
Upon failure to commence any well provided for in this section within the
time allowed, inciuding any extension of time granted by the Supervisor and the
Land Commissioner, this agreement will automatically terminate; upon failure to
continue drilling diligently any'well commenced hereunder, the Supervisor -and
the Land Commissiéner may, after 15-days ﬁotice to the Unit Operator, declars

this unit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) months

after completion of a well capable of preducing unitized substan;es in paying
quantities, the Unit Opérator shall submit for the approval of the Supervisor and
the Land Commissioner an acceptable plan of development and operation for the
unitized land which, when approved by the Supervisor and the Land Commissioner,

shall constitute the further drilling and operating obligations of the Unit
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Operator under this agreement for the period specified therein. Thercafter,
from time to time before the expiration of any exfsting plan, the Unit Operator
shall submit for the approval‘of the Supervisor and the Land Commissioner a
plan for an additional specified periéd for the development and operation of the
unitized land.

Any plan submitted pursuant to this section shall provide for the explora-
tion of the unitized area and for the diligent'dfilling necessary for determina.
tion of the area or areas thereof capable of producing-unitized substan;es in
payingvﬁuantities in each and every productive formation and shall be as complete
and adequate as the Supervisor and the Land é‘%missioner may determine to be
necessary for timely development and proper conservation of the oil and gas
resources of the unitized area and shall:

{a) specify the number and locations of any wells to be drilled and the

=~z

- proposed order and time for such drilling; and

(b) to the extent practicable specify the operating practices regarded as
necessary and advisable for proper conservation of natural resources. ‘
Separate plans may be submitted for separate. productive zones, subject to the
approval of the Supervisor and the Land Coﬁmissioner.

Plans shall be modified or supplemented when necessary to meet changed
conditions or to protect the interests of all parties to this agreement.
Reasonable diligence shall be exercised in complying with the obligations of the
épproved plan éf dévelopmen;. The Supervisor and ihe Land Commissioner are
authorized to grant a reasonable extension of the six-month period herein pre-
scribed for submission of an initial planm of development where such action is
justified because of unusual conditions or circumstances. After completion here-
under of a well capable of prodﬁcing any unitized substance in paying quantities,
no further wélls, except such as may be necessary to afford protection against
operatioﬂs not under this agreement and such ashmay be specifically approved
by the Supervisor and the Land Coﬁmissioner, shall be drilled except in accord-
ance with a plan of development approved as herein provided.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of

producing unitized substinces in paying quantities or as soon thereafter as re-
quired by the Supervisor or the lLand Commissioner, the Unit Operator shall submit
for approval by the Supervisor and the Land Commissioner a schedule, based on

subdivisions of the public-land survey or aliquot parts thereof, of all land

-9-
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-then regarded as reasonably proved to be produgtive in paying quantities; all

lands in said schedule on approval of the Supervisor and the Land Commissioner

to constitute a participating area, effective as of the date of completion of

such well or the effective date of this unit agreement, whichever 1is later,

The acreages of both Federal and non~Federal lands shall be based upon appropri-
ate computations from the courses and distances shown on the last approved
public-land survey as of the effective date of each initial participating area.

Said schedule shall alsé set forth the percentage of unitized substances to be

~allocated as herein provided to each tract in the participating area so estab-

lished, and shall govern the allocation of produgtion commencing with the
effective date of the participating area. A séparate participating area shall be
established for each séparate pool or deposit o
group thereof whicﬁ is produced as # single pool or zone, and any two or more
participating areas so established may be combined into one, on approval of the
Superviéor and the Land Commissioner. When production from two or more partici-
pating areas, so established, is subsequently found to be from a common pool or
deposit said participatiﬁg areas shall be combined into one effective as of

such éppropriate date as may be approved or brescribed>by the Supérvisor and the
L;ﬁd>00ﬁhissi§ﬁer.‘ ihe partigipating area or areas so estaﬁiiéhéd Qﬁﬁll be
revised from time to time; subject to like approval, to include additional land
then regarded as reasonably proved to be productive in paying quantities or
necessary for unit operations, or to exclude 1aﬁd<then regarded as reasonably
proved not to be productive in paying quantities and the schedule of allocation
percentages shall be revised accordingly. The effecéive date of any revision
shall be the first of the month in which is obtainmed the knowledge or information
on which such revision is ﬁredicated, provided, howgvér, that a more appropriate
effective date may be used if justified by the Unit Operator and approved by the
Supervisor and the Land Commissioner. No land shall be excluded from a
participating area on account of depletion of the unitized substances, except
that any participating area established under the provisions of this unit
agreement shall terminate automatically yhenevet all completions in the formation
on which the participating area is based are abandoned.

It 1s the intent of this section that a participating area shall represent

‘the area known or reasonably estimated to be productive in paying quantities; but

regardless of any revision of the participating area, nothing herein contained
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shall be construed as requiring any retroactive adjusiment for production
obtained prior to the effective date of the revision of the participating area,

In thg‘absence of agreement at any time between the Unit Operator and the
Supervisor and the Land C;mmissiongr as to the proper definition or redefinition
of a participating area, or until a parcicipating area has, or areas have, been
established as provided herein, the portion of all payments affected thereby
shall be impounded in a manner mutually acceptable to- the owners of working
interests and the Supervisor and the Land Commissioner. Royalties due the United~
States shall‘be determined by the Supervisor for Federal lands and the Land
Commissioner for the State lands and the amount thereof shall be deposited, as
directed by the Supervisor and the Land_Commiésioner, to be held as unearned money
until a particiﬁating area is finally approved and theu applied as earned or

returned in accordance with a determination of the sum due as'Federal and State

- royalty on the basis of such approved participating area.

Whenever it is determined, subject to the approval of the Supervisor and
the Land Commissioner, that a well drilled under this agreement is not capable of

production in paying quantities and inclusion of the land on which it is situated

‘in a. participating area is unwarranted, production from such well shall, for the

purposes of settlement among all parties other than working-interest owners, be-

allocated to the land on which the well is located unless such land is already

- within the participating area estabiished for the pecl or deposit from which such

pfoduction'is obtained. Settlement for working interest benefits from such a
well shall be made as provided in the unit operating agreement.

.12, ALLOCATION OF PRODUCTION. All unitized subStances produced from each

participating area established under this agreement, except any part thereof
used in conformity with good operating practices within the unitized area for
drilling, operating, camp, and other production or development purposes, for
repressuring or recycling in accordance with a plan of development approved by
the Supervisor and Land Commissioner, or unavoidably lost, shall be deemed to be
produced equally on an acreage basis from the several tracts of unitized land

of the participating area es;ablished for such production and, for the purpose of
determining any benefits accruing under this agreement, each such tract of
unitized land shall have allocated to it such percentage of said production

as the number of acres of such tract included in said participating area bears
to the total acres of unitized land in said participating area, except that

allocation of production hereunder for purposes other than for settlement of
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the royalty, overriding royalty, or payment out of production obligations

of the respective working-interest owners, shall be on the basis prescrlbed’in
the unit operating agreement whether in conformity with the basis of allocation
herein set forth or othérwise. It is hereby agreed that production of unitized
substances from a participating area shall be allocated as provided herein
regardleSS of whether any wells are drilled on any’particular part or tract of
said participating areé. If any gas'produced from one patticipating area is used
for repressufing or recycliqg purposes in another participating area, the first
gas withdrawn from such last-mentioned participating area for sale during the
life of thié agreement shall be considered to be “the gas so transferred until an
amount equal to that tranéferred shall pe so produced for sale and such gas shall
be allocated to the participating area from which initially produced as such area
was last defined at the time of such final production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS. Any

party hereto owning or controlling the working interest in any unitized land
having thereon a regular well location may with the approval of the Supervisor
and the Land Commissioner, at such party's sole risk, costs, and expense, drill
a well to test any formation for which a participating area has not been estab-

‘formation for which a participating area has been estab- -

L B -~ E Y -~ o
OT €O LESU any

lished 1{f such location is not within said participating area, unless within 90
days of raceipt of notice from said party of his intention to drill the well

the Unit Operator eiects and commences to drill’sﬁch a well in like manner as
other wells are drilled by the Unit bpetator ﬁnder this agreement.

If any well drilled as aforesaid by a working-ihéerest owner results in
production such that the land‘upon which 1t is situated may properly be included
in a8 participating area, such participating area shall be established or enlarged
as provided in this agreement and the well shall thereafter be operated by the
Unit Operator in accordance with the terms of this agreement and the unit
operating agreement.

If any well drilled as aforesaid by a working-interest owner obtains
production in quantities Insufficient to justify the inclusion of the land upon
which such well is situated in a participating area, such well may be operated
and produced by the party drilling the same subject to the conservation require-

ments of this agreement, The royalties in amount 6r value of production from

any such well shall be paid as specified in the underlying lease and agreements

affected.
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14, ROYALTY SETTLEMENT. The United States and any State and any royalty

owner who is entitled to take in kind a share of the substances now unitized
hereunder éhall hereafter be entitled to the rfght to take in kind its share

of the unitized substances, and the Unit Operator, or the working-interest owner
in case of the operation of a well by a working-interest owner as herein pro-
vided for in special cases, shall make deliveries of‘such royalty share taken

in kind in conformity with the applicable contracts, laws, and regulations.

Settlement for royalty interest not taken -in kind shall be made by working-interest

owners responsible therefor under existing contracts, laws, and regulations, or

by the Unit Operator, on or before the last day of each month for unitized sub-

stances produced duriﬁg the preceding caléndar month; provided, however, that

nothing herein contained shall operate to relieve the lessees of any land from

their respective.lease obligations for the payment of any royalties due under

their leases.

If gas obtained from lands not subject to this agreement is introduced
into any participating area hereunder, for use in reﬁressuring, stimulation of
produétion, or increasing ultimate recovery, in conformity with a plan of opera-
tions approved by the Supervisdr and the ILand Commissioner, a like amount of gas,
after settlement as herein provided for any.gas transferred from any other parti-

cipating area and with approprlate deduction for loss from any cause, may be with-

~drawn from the formation into which the gas is introduced, royalty free as to dry

gas,: but not as to any products which may be exttaéteé fherefrom; provided that
such withdr;wél shall be at such time as may be pfovided in the approved plan of
operations or as may otherwise be consented to by the Supervisor and the Land
Commissioner as confofming to good petroleum engineering practice; and provided
further, that such right of withdrawal shall terminate on the termination of this
unit agreement.

Royalty due the United States shall be computed as provided in the operating
regulations and paid in value or delivered in kind as to all unitized substances
on the basis of the amounts thereof allocated to unitized Pederal land as pro-
vided herein at the rates specified in the respective Pederal leases, or at such
lower rate or rates as may be aufhorized by law or regulation; provided, that
for leases on which the royalty rate depends on the daily average production per
well, said average production shall be determined in accordance with the
operating regulations as though each participating area were a single consoli-

dated lease,
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Royalty due on acccunt of State lands shall be computed and paid on the
basis of all untiti{zed substances alloca:ed to such lands,

15. RENTAL SETTLEMENT, Rental or minimum royalties due on leases

committed hereto shall be paid by working-interest owners responsible therefor
under existing contracts, laws, and regulations, pfdvided that nothing lierein
contained shall operate to relieve the lessees of any land from their respective
lease obligations for the payment of any rental or minimum royalty due under
their leases. Rental or minimum royalty for lands of the United States sub ject
to this agreement shall be paid at the rate specified in the respective leases
from the United States unless such réﬁtal or minimum royalty is waived, sus-

pended, or reduced by law or by approval of the Secretary or his duly authorized

) representative. : .

Rentals on State of New Mexico lands subject to this agreement shall be
paid at the ratées specified in the respective leases.

With respect to any lease on non-Federal iand containing provisionms which
would terminate sich lease unless drilling operations are commenced upon the
land covered thereby within the time therein specified or rentals are paid for
the privilege of deferring such drilling ocperations, the rentals required there-
by shall, notwithstanding any other provision of this agreement, be deemed to

accrue and become payable during the term thereof as extended by this agreement

- and unt{l the required drilling operations are commenced upon the land covered

thereby or until some portion of such land is included within a participating

area,

16. CONSERVATION, Operations hereunder and production of unitized sub-

stances shall be conducted to provide for the most economical and efficient
recovery of said substances without waste, as definéd by or pursuant to State
or Federal law or regulation. .

17. DRAINAGE. The Unit Operator shall take such measures as the Super-
visor and Land Commissioner deem appropriate and adequate to prevent drainage
of unitized substances from unitized land by wells on land not subject to this

agreement.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED, The terms, conditions,

and provisions of all leases, subleases, and other contracts relating to explor-
ation, drilling, development, or operation for ofl or gas on lands coumitted to

this agreement are hereby expressly modified and amended to the extent necessary

14~
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to make the same conform to the provisions hereof, but otherwise to remain in
full force and effect; and the parties hereto hereby consent that the Secretary,
as to Federal leases and the-Land Commissioner, as to State leases, shall and
each by his approval hereof, or by the approval hereof by his duly authorized
representative, does hereby estabfish, alter, chanée, or revoke the drilling,

producing, rental, minimum royalty, and royalty fequirements of Federal and

' State leases committed hereto and the regulations in respect thereto to conform

said requirements to the provisions of this agreement, and without limiting the
generality of the foregoing, all leases, subleases, and contracts are particu-
larly modified in accordance with the following:

(a) The developmerit and operation of lands subject to this agreement

under the terms .thereof shall be deemed full performance of all obligations for

‘development and operation with respect to each and gyery separately owned tract

avelopme

- gubject to this agreement, regardless of whether there is any development-of any

particular tract of the unit area,

(b) Drilling and producing operations performed hereunder upon any tract

_of unitized lands will be accepted and deemed to be performed upon and for the

benefit of each and every tract of unitized, land, and no lease shall be deemed
to expire by reason of failure to drill or produce wells situated on the land

therein embraced.
(2} Suspension of drilling or producing operaticns on all unitized lands
pursuant to direction or consent of the Secretary and the Land Commissioner, or

his duly authorized representative, shall be deemed to constitute such suspension

pursuant to such direction or consent as to each and every tract of unitized land.

A suspension of drilling or producing operations‘limited to specified lands shall
be applicable only to such lands.

(d) Each lease, sublease, or conﬁract relating to the exploration,
drilling, development or operation for oil or gas of lands other than thése of
the United States and State of New Mexico committed to this agreement, which,
by its terms might expire prior to the termination of thi§ agreement, is hereby
extended beyond any such terms so provided therein so that ig shall be continued
in full force and effect for and during the term of this agreement.

(e) Any Federal lease for a fixed term of twenty (20) years or any
renewal thereof or any part of such lease which is made subject to this agree-

ment shall continue in force beyond the term provided therein until the
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1 termination hereof. Any other Federal lease committed hereto shall continue in 1

2 force beyond the term so provided therein or by law as to the land committed 2

3 so long as such lease remains subject hereto, provided that production is had 3

4 in paying Quantities'under this unit agreement prior to the expiration date 4

5 of the term of such lease, or in the event actual dfilling operations are 5

6 commenced on unitized land, in accordance with the provisions of this agreement, 6

7 p;ior to the end of the primary term of such lease and are beiﬁg‘&iligenéiy ' 7

8 prosecuted at that time, such lease shall be extended for two years and so long . 8

9 thereafter as oil or gas is produced in pa&ing quantities in accordance with 9

10 the provisions of the Mineral Leasing Act Revision of 1960, 10

. 11 (£) Eéch sublease or contract relating to the operation and development 11
i 12 of 'unitized substapces from lands of the United SF?E¢3”¢°mm?¢t§q~t9this S 12
:; 13 égreement, wﬁiéﬁ by its termsrﬁégig 777777 é*é;;;wpriot to the time at which the under- 13
f? 14 lying lease, as extended by the immediately preceding paragraph, will expire, 14
'f; 15 is hereby extended beyond any such term so provided therein so that it shall be 15
: 16 continued in full forée and>effect for and during the term of the underlying 16
17 lease as such term is herein extended. | 17
18 (g) The segregation of any Federal Legse committed to this agreement is 18

19  governed by the following provision in the fourth paragraph of Seq. 17 (3) of 19

20 the Mineral Leasing Act, as amended by the Act of September 2, 1960 (74 Stat. 20

21 781-784): "Any (Federal) leasg heretofore or hereafter committed to any such 21

22 (unit) Plan embracing lands that are in part within and in part outside of the 22

23 area covered by any such plan shall be segregated into separate leases as to 23

24 the lands committed and the lands not committed a2s of the effective date of 24

25 unitization: Provided, however, that any such lease as to the non-unitized 25

26 portion shall continue in force and effect for the term thereof but for not - 26

27 less than two years from the date of sﬁch segregation and so long thereafter 27

28 as oil or gas is produced in paying quantities.” . 28

29 (h) Any lease eﬁbracing lands of the State of New Mexico which is made 29
30 subject to this agreement, shall continue in force beyond the term provided | 30

31 therein as to the lands committed hereto until the termination hereof. 31
32 (1) Any lease embracing lands of the State of New Mexico having only o 32
33 portion of its lands committed hereto, shall be segregated as to the portion 33
34 committed and the portion not coumitted, and the terms of such lease shall 34
35 apply separately to such segregated portions commencing as of the effective date 35
-16
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hereof; provide#, however, notwithstanding any of the provisions of this
agreement to the contrary any lease embracing lands of the State of New Mexico
haviag only a portion of its lands committed hereto shall continue in full
force and effect beydnﬁ the term provided therein as to all lands embraced in
suéh‘lease, if oil or gas is discovered and is capable of being produced in

paying quantities from some part of the lands embraced in such lease at the

" expiration of the secondary term of such lease; or {f, at the expiration of the

secondary term, the lessee or the Unit Operator is then engaged in bona fide

drilling or reworking operations'on some part of the lands embraced in such

leése, the ééme, as to all lands embraced therein, shall remain in full force

and effect so long as such operations are being diligently prosecuted, and if

‘they result in the production of oil or gas; said lease shall continue in full

force and effect as to all of the lands embraced thereinm, so long thereafter as

01l or gas in paying quantities 1s being produced from any portion of said lands.

19, COVENANTS RUN WITH LAND. _The'covenants herefn shall be construed to
be corarants running with the land with respect to the interest of the parties

hereto and their successors in interest until this agreement terminates, and

any grant, transfer, or counveyance, or interest in land or leases subject hereto

shall be and hereby is conditioned upon the assumption ofballvprivileges and-

obligations hereunder by the grantee, transfereé, or other successor in interest.

=1

Mo assigmment or transfer of any working interest, royaliy, or cther interest

subject hereto shall be binding upon Unit Operator until the first day of the
calendar month after Unit Operator is furnished with the original, photostatic,
or certified copy of the instrument of transfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become effective upon

approval by the Secretary and the Land Commissioner or his duly authorized
representative, and shall terminate five (5) years from said effective date
unless

(a) such date of expiration is extended by the Director and the Land Com-
missioner, or

(b) it is reasonably determined prior to the expiration of the fixed term
or any extension thereof that the unitized land i{s incapable of production of
unitized substances in paying quantities in the formations tested hereunder and
after notice of intention to terminate the agreement on such ground is given by

the Unit Operaior to all parties in interest at their last known addresses, the
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agreement is terminated with the approval of the Supervisor and the Land
Commissioner, or

(c) a valuable discovery of unitized substances has been made or accepted
on unitized land during said initial term or any extensioﬁ thereof, in which
event the agreement shall remain in effect for such term and so long as
unitized substances can be produced in quantities.sufficient to pay for the
cost of producing same from Qells on unitized land within any participating
area e#tablished hereunder and, should production cease, so iong thereafter as

diligent operations are In progress for the restoration of production or dis-

covery of new production and so long thereafter as unitized substances so dis-

covered can be produced as aforesaid, -or-

(&) it is terminated as heretofore provided in this agreement; This
agreement may be termiﬁated at any time by not less than 75 per centum, on an
acreage basis, of the working-interest owners signatory hereto, with the approval
of the Supervisor and the Land Commissioner; notice of any such approval to be .
given by the Unit Operator to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The Director is

hereby vested with authority to alter or modjfy from time to time in his
discretion the quantity and rate of production under this ;greement when such
quantity and rate is not fixed pursuant to Federal or State law or‘doeswhot
conform to any statewide voluntary conservation or aliocation program, whiéh
is estabiished, recognized, and generally a@heted to by the majority of oper-
ators in such State, such authority being hereby limited to alteration or
modificatioh in fhe public interest, the purpose thereof and the puElic interest
tohbe served thereby to be stated in the order of alteration or modification.
Without regard to the foregoing, the Director is also hereby vested with
authority to alter or modify from time to time in his discretion the rate of
prospecting and development and the quantity and rate of production under this
agreement when such alteration or modification is in the interesf of attaining
the conservation objectives stated in this agreement and is not in violation of
any applicable Federal or State law.

Powers in this section vested in the Director shall only be exercised after

notice to Unit Operator and opportunity for hearing to be held not less than 15

days from notice,
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1 22. APPEARANCES. Unit Operator shall, after notice to other parties_ 1

2 affected, have the fight to appear for and-on behalf of any and all interests 2
3 affected hereby before the Department of the Interior and the Commissioner of 3
4 Public Lands and to appeal from orders issued under the regulation; of said 4
5 Department or Land Commissioner or to apply for relief from any of said 5
6 regulations or in any proceedings relative to operations before the Departmént_ 6
7 of the Interior or the Land Commissioner or any other legally constituted 7
8 éuthority; provided, however, that any other interested party shayl also have 8
9 the,tigﬁt at his éwn expense to be heard in any such proceeding. o 9
10 23. NOTICES. All notices, demands, or statements required hereunder to be 10
| 11 given or»rendered to the parties ﬁeretd shéll be deemed fully given if given 11
‘lzmh,fiﬂmﬂfiEiﬂs%fﬁi personally delivered to the party or sent by postpaid tegistered 12
13 or certified mail, addre;;;;M;;ws;;;W;;;;§1;¥M;A;E£;;Mét'th;if respective 13
14 addresses set forth in connection with the signatures hereto or to the ratifi- 14
15 cation or consent hereof or’to such other address‘as any such party may have 15
16 furnished in writing to party sending the notice, demand or statement. 16
17 ) 24; NO WAIVER OF CERTAIN RIGHTS, Nothing in this agfeement contained shall 17
18 be construed as a waiver by any party hereto of the right to assert any legal 18
19 or constitutional right or defense as t§ the validity or invalidity of any 19
20 law of the State wherein said unitized lands are located, or of the United 20
21 States, or regulations issued thereunder in any way affecting such party, or as 21
22 a waiver by any such part}:of any right beyond his or its authority to waive. 22
23 25. UNAVOIDABLE DELAY. All §b11gations under this agreement requiring 23
.24 the Unit Operator to commence or éontinue drilling or to cperate on or produce 24
25 unitized substances from any of the lands covered by this agreement shall be 25
26 suspended while the Unit Operator despite the exercise of due care and dili- 26
27 gence, is prevented from compl&ing with such obligations, in whole or in part, "27
28 by strikes, ac;s of God, Federal, State, or mﬁnicipal law or agencies, unavoid- 28
29 ablé accidents, uncontroilable delays in transportation, inability to obtain 29
30 necessary materials in open market, or other matters beyond the reasonable 30
31 control of the Unit Operator whether similar to matters herein enumerated or 31
32 ret. MNo unit obligation which is suspended under this section shall become 32
35 due less than thirty (30) days after it has been determined that the suspension 33
34 is no longer applicable. Determination of creditable '"Unavoidable Delay" time 34

35 shall be made by the unit operator subject to approval of the Supervisor and the 35

36 Land Commissioner. ) 36
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26. NONDISCRIMINATION, In connectfon with the performance of work

under this agreement, the operator agrees to comply with all the provisions

of scction 202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. 12319),

as amended, which are hereby incorporated by reference in this agreement.

27. LOSS OF TITLE. In the event title to any tract of unitized land

sh511 fail and the true owner cannot be induced to join in this unit agreement,
such tract shail be autoﬁatically regarded.as not éommitted hereto and there
shall be such readjustment of future costs and benefits as may be requi;ed on
a;count of the loss of such title. 1In the event of a dispute as go title as to
any royalty, wérking interest, or other interests subject thereto, payment or
delivef& on account thereof may be Qithheld‘without liability for interest until
the dispute is finally settled; provided, that, as to Federal and State land or
leases, no payments of funds due the United States or the State of New Mexico
should be withheld, but such funds shall be deposited as directed by the Super-
visor and such funds of the State of New Mexico shall be deposited as directed
by the Land Commissioner, to be held as unearned money pending final settlement
of the title dispute, and then applied as ea;ned or returned in accordance with
such final settlement.

Unit Operator as such is relieved from any résponsibility for anf defect

or failure of any title hereunder.

28, NON~JOINDER AND SUBSEQUENT JO{FDER. If the ow;er of any substantf{al
interest in'a tfact within the uﬁit area failsAdi refuses to subscxibe or
consent to this agreement, the owner of the working interest in that tract may
withdraw said tract from this agreement by written notice delivered to the Super-
visor and the Land Commissioner and the Unit Operator prior to the approval of
this agreement by the Supervisor. Any oil or gas interests in lands within the

unit area not committed hereto prior to submission of this agreement for final

-approval may thereafter;fe committed hereto by the owner or owners thereof sub-

scribing or consenting to'this agreement, and, if the interest is a working
interest, by the owner of such interest also subscribing to the unit operating
agreement. After operations are commenced hereunder, the right of subsequent
joinder, as provided in this section, by a working-~interest owner is subject to
such requirements or approvals; if any, pertaining to such joinder, as may be
provided for in the unit operating agreement. After final approval hereof,

joinder by a non-working interest owner must be consented to in writing by the
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to the unit operating agreement, {f more than one committed work{ng-{interest

working-interest owner commit:ed hereto and responsible for the payment of any 1
benefits that may accrue hercunder in behalf of such non-working interest, A 2
vnon-working interest may not be committed to this unft unless the corresponding 3
working interest {s committed hereto., Joinder to the unit ggreement by a 4

working-interest owner, at any time, must be accompanied by appropriate joinder 5

6

owner is involved, in order for the interest to berregatdnd as committed to this 7
unit agreement., Except as may otherwise herein be proyided, subsequent joinders 8

to this agreement shall be effective as of the first day of the month following 9

the filing with the Supervisor and the Land Commissioner of duly executed 10
counterparts of all or any papers necessary to establish effective coummitment 11
of any tract to this agreement unless objection to such Joinder is duly made 12
within sixty (60) déys by the Supervisor and the Land Comnissioner. 13
é9. COUNTERPARTS. This agreement may be executed in any number of 14

' 15

counterparts no one of which needs to be executed by all parties or may be

ratified or consented to by separate instruments in writing specifically refer- 16

ring hereto and shall be binding upon all those parties who have executed such 17
a éouhterpart, ratification, or consent.herzéo with the same force and effect 18
as if all such parties had signed the same document and regardless 6f whether , 19
or not it is executed by all other parties owning or claiming an interest in the 20

21

lands within the above-described unit area.

30. NO PARTNERSHIP, It is expressly agreed that the relation of the parties22

hereto is that of independent contractors and nothing .in this agreement contained 23
expressed or implied, nor any operations conducted hereunder, shall create or be 24

deemed to have created a partnership or association between the parties hereto or 25

any of them. 26

31, CONFLICT OF SUPERVISION. Neither the Unit Operator nor the working- 27

interest owners, nor any of them, shall be subject to any forfeiture, termination,28

or expiration of any right hereunder or under any leases or contracts subject 29
hereto, or to any penalty or liability on account of delay or failure in whole 30
or in part to comply with any applicable provisions thereof to the extent that 31
the said Unit Operator or the wor.:ing-lIntecrest owners, or any of them, are 32
hindered, delayed, or prevented from complying therewith by reason of failure of 33
the Unit Operator to obtain, in the exerclse of due diligence, the concurrence 34

35

proper representatives of the Unlited States and proper representatives of the
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State of New Mexico in and about any matters or things concexning which 1t
is required herein that such concurrence be obtained. The parties hereto,
including the State Commission, agree that all powers and authority vested
in the State Commission in and by any provisions of this agreement are
vested in the State Commission and shall be exercised by it pursuant €o the
provisions of the laws cof the State of New Meﬁico and subject in any case to
appeal or judicial review as may now or hereafter be provided by the laws of
the State of New Mexico.

IN WITNESS WHEREOF, the parties hereto have caused this agreement to be

executed and have set opposite their respective names the date of execution.
ATTEST: MARALO, "INC.

BY:

Secretary . _ e I

THE STATE OF TEXAS )

COUNTY OF X

The foregoing instrument was acknowledged before me this day of

y 1975, by

who is President of Maralo, Inc.; a Texas Corporation, for and

on behalf of said Corporation.

Notary Public in and for
County, Texas

My Commission Expires:

.22~

10
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O1L CONSERVATION COMMISSION

STATE OF NEW MEXICO
P.0.BOX 2088 - SANTA FE
87501

May 22, 1975

1. R. TRUJILLO
CHAIRMAN

LAND COMMISSIONER
PHIL R. LUCERO
MEMBER

STATE GEOLOGIST
A. L. PORTER, JR.
SECRETARY — DIRECTOR

e oo mn Re: CASE NO. 3470
r. Paul Fato | ) -502
Hinkle, Bondurant, Cox & Eaton ORDER NO R-3021
Attorneys at Law
Post Office Box 10 Applicant:
Roswell, New Mexico 88201 _

Maralo, Inc.
Dear Sir:
Enclosed herewith are two copies of the aboVé;téferénced
Commission order recently entered in tpe“§ubjeggmcase.

ALP/ir

Ve truly vyours,
lf)iy A

A. L. PORTER, Jr.
Secretary-Director

Copy of order also sent to:

Hobbs 0QcCcc
Artesia OcCC
Aztec OCC

Other

X

X

Unit Division - State Land Office

72

U S Coda, 4
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! BEFORE THE OlL CONSERVATION COMMISSION -
OF THE STATE OF NEW MEXICO |

. IN THE MATTER OF THE HEARING :
! CALLED BY THE OIL CONSERVATION 1 |
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 5470 .
Order No. R-5021 , ;

APPLICATION OF MARALO, INC. FOR
APPROVAL OF THE BUTLER SPRINGS y
UNIT AGREEMENT, CHAVES COUNTY, ‘

NEW MEXICO. !

ORDER OF THE COMMISSION i

| BY THE COMMISSION:

-\/s- This cause came on for hearing at 9 a.m. on May 14, 1975,
&t Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

t NOW, on this _ 22nd day of May, 1975, the Commission, a
{ quorum being present, having considered the testimony, the
‘record, and the recommendations of the Examiner, and being
fully advised in the premises,

FINDS:

(1) That due public notice having been given as required
by law, the Commission has jurisdiction of this cause and the ;
subject matter thereof. o i

(2) That the applicant, Maralo, Inc., seeks approval of i
the Butler Springs Unit Agreement covering 3841.32 acres, more i
or less, of State and Federal lands described as follows: §

? CHAVES COUNTY, NEW MEXICO

] TOWNSHIP 14 SOUTH, RANGE 28 EAST, NMPM
! Section 35: 5/2

Section 36: S/2

i TOWNSHIT 15 SOUTH, RANGE 28 EAST, NMPM ;
: Sections 1 and 2: All g
. Sections 11 and 12: All :
o - Section 13: WN/2
Section 14: N/2

{3} That approval of the proposed unit agreement should
' promote the prevention of waste and the protection of correla-
" tive rights within the unit area.

| i IT 1S THEREFORE ORDERED:

(1) That the Butler Springs Unit Agreement is hereby
approved.




| =2 :
¢ Case No. 5470 j
Order No. R-5021 . %

i (2) That the plan contained in said unit agreement for
© the development and operation of the unit area is hereby ;
approved in principle as a proper conservation measure; provided, .
however, that notwithstanding any of the provisions contained |
in said unit agreement, this approval shall not be considered
i as walving or relinqguishing, in any manner, any right, duty,
! or obligation which is now, or may hereafter be, vested in

i the Commission to supervise and control operations for the
exploration and development of any lands committed to the

Y unit and production of oil or gas therefrom.

i (3) That the unit operator shall file with the Commiszsion |
i an executed original or executed counterpart of the unit agree-

! ment within 30 days after the effective date thereof; that in

; the event of subsequent joinder by any party or expansion or

i/ contraction of the unit area, the unit operator shall file

with the Commission within 30 days thereafter counterparts

of the unit agreement reflecting the subscription of those
interests having joined or ratified.

i (4) 1hat this order shall become effective upon the
i approval of said unit agreement by the Commissioner of Public
! Lands for the State of New Mexico and the Director of the
7 United States Geological Survey; that this order shall terminate ;
i ipso facto upon the termination of said unit agreement; and ;

' that the last unit operator shall notify the Commission ;
7 immediately in writing of such termination. i

i (5) That jurisdisition of this cause is retained for the §
1 entry of such further orders as the Commission may deem ;
necessary. ;

i DONE at Santa Fe, New Mexico, on the day and year herein-
! above designated.

STATE OF NEW MEXICO
OIL, CONSERVATION COMMISSION -1

I.”R. TRUJILLO, Chairman

PHIL R. LUCERO, Mem“;er

':(‘ ”{ "/”1’( < Z

‘A. L. pon'rza, Jr., Membé/{ &-Secretary
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BEFORE THE OIL CONSERVAT ;
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

R CASE No. 5470

w» Order No. R-_J A/

APPLICATION OF MARALO, INC.
FOR APPROVAL OF THE _ BUTLER SPRINGS
UNIT AGREEMENT, CHAVES, COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearlng at 9 o'clock a.m. on
, 19675, at Santa Fe, New Mexico, before Examiner

Danliel S. Nutter .

NOW, on this_ __day of _ May , 1945 ., the Commission,

a quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the premises, o

FINDS:

‘ (1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
matter thereof. '

(2) That the applicant, Maralo, inc. .

seeks approval of the Butler Springs Unit ‘Agreement
State and -

covering 3841.3% acres, more or less, of Federal 1lands
xandoBeex

described as follows:

CHAVES COUNTY, NEW MEXICO
TOWNSHIP 14 Soutlh, RANGE 28 East , NMPM

Sew. 35 S/
Sec . DG é/z&

TOWNSHIP 15 SOUTH, RANGE 28 EAST, NMPM

Secs. lawd 72 : Al
S[Sees (lawdiz | Al

Sec, lbf"{/>’
Sec 14-: N/z,




(3) That approval of the proposed unit agreement should
promote the prevention of waste and the protection of correlative
rights within the unit area.

IT IS THEREFORE ORDERED:

(1) That the _ Butler Springs _ Unit Agreement
is hereby approved.

(2) That the plan contained in said unit agreement for the
development and operation of the unit area is hereby approved in
principle as a proper conservation measure; provided, liowever,
that notwithstanding any of the provisions contained in said unit
agreement, this approval shall not be considered as waiving or
relinquishing, in any manner, any right, duty, or obligation which
is now, or may hereafiz2r be, vested in the Commission to supervise
and control operations for the exploration and developmen: of any
lands committed to the unit and production of oil or gas therefrom.

(3) That the unit operator shall file with the Commission
an executed original or executed counterpart of the unit agreement’
within 30 days after the effective date thereof; that in the event
of subsequent joinder by any party or expansion or contraction of
the unit area, the unit operator shall file with the Commission
within 30 days thereafter counterparts of the unit agreement
reflecting the subscription of those interests having joined or
ratified.

(4) That this order shall become effective upon the approval
~of said unit agreement by the Commissioner of Public Lands for the L
] k : State of New Mexico and the Director of the United States Geologi-

cal Survey; that this order shall terminate ipso facto upon the

termination of said unit agreement; and that the last unit opera-
| tor shall notify the Commission immediately in writing of such

termination.

(5) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.




GEOLOGICAL SURVEY

Drawer 1857

: OMM.
Roswell, New Mexico 88201 o CONSERVATION c

ganta Fe
May 29, 1915

’ W )
Griffin & Burpett, Inc. JV(’U CM )

Attention: Mr. Kenneth H. Griffin
501 Petroleum Building
Midland, Texas 79701

“Gentlemen:

Enclosed is one approved copy of the Butler Springs unit agreement,
Chaves County, New Mexico, with Maralo, Inc., as unit operator. Such
agreement has been assigned No. 14-08-0001-14265, and is effective as
of May 29, 1975, the date of approval.

You are requested to furnish the New Mexico Oil Conservation Commission
and all interested principals with evidence of this approval.

Sincerely yours,

N. O. FREDERICK
Area Oil and Gas Supervisor

cc:

+#NMOCC, Santa Fe (itr only)
Com. Pub. Lands, Santa Fe, (ltr only)
Area Geologist, Roswell (ltr only)
Artesia (w/cy agr.)

CEWatts:ds




Unit Name pyripg SPRINGS UNIT (EXPLORATORY)

Operator zm,nowo. Inc.
County Chaves
DATE OCC CASE NO. 5470 EFFECTIVE TOTAL it
- , SEGREGATION
APPROVED QCC_ORDFR NO. R=5021 DATE ACREAGE STATE FEDERAL INDIAN-FEE CLAUSE TERM
Cozmi ssioner Comeission 5=29-75 3,841.32 1,520,80 2,320.52 -0- Yes 5-yrs.
5-29~75 5-23-75 ,
UNIT ARFA

TOWNSHIP 14 SOUTH, PANGE 28 EAST, NMPM \.,

B = e A S L P L A AL K T L L

Section 35: s/2
Section 36: s/2

TOSNSHIP 15 SOUTH, RANGE 28 EAST, NMPM

Sections 1 and 2:
Sections 11 and 12:
‘Section 13:
Section 1l4:

All
All
N/2
N/2

Ve




Unit Name BUTLER SPRINGS UNIT (EXPLORATORY)

h OMVQHN.HOH l-EH.OHO . Inc.

i Coun ty Chaves

STATE LEASE  INSTI- | RATIFIED ACREAGE
TRACT NO.  NO. TUTION SEC. TWP. RGE. SUBSECTION DATE ACRES NOT
% , RATIFIZED LESSEE
8 1179 c.s. 35 145 78E $/2 | 5-23-75 640.00 Amoco Production Co.
_ 36 145 Z8E s/2

9 1~446 c.S. 2 158 mm,.mm 8/2 5«23-75 320.00 Amoco Production Co.
10 1-950 c.s. 1 155 28E Lot 4, 3/2N/2, NW/4SE/4 5-23-75 240,40 Amoco Production Co.
11 1-1458  C.S. 2 155 28E Lot 3 5-23-75 40.01 Amoco Production Co.
12 1-6516  C.S. 2 155 28E Lots 1, 2, 4, S/2N/2 5-23-75 280.39 Amoco Production Co.

&
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